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Introducing  Microsoft  Windows  Server  2003.  Do  more  with  less. 


You’re  being  asked  to  do  more.  You’re  being  asked  to  do  it  with  less.  Microsoft®  Windows*  Server  2003 
is  designed  to  manage  these  opposing  forces  and  help  you  deliver  an  end-to-end  security  solution 
with  less  time,  money,  and  hassle.  Download  your  free  evaluation  copy  of  Windows  Server  2003  at 
microsoft.com/windowsserver2003  Software  for  the  Agile  Business. 


QUALCOMM  Incorporated ,  the  wireless  technology  leader,  built  their  secure  networking  and  communications 
infrastructure  on  Windows  Server  2003.  The  company  deployed  the  Active  Directory  service,  Group  Policy,  and  network 
security  features  to  help  provide  secure  wireless  access,  remote  connectivity,  and  identity  administration  for  nearly 
6,000  employees.  QUALCOMM  anticipates  a  more  secure  infrastructure,  along  with  up  to  33%  lower  management  costs. 


The  “team”  is  you 


©2003  Siebel  Systems,  Inc.  All  rights  reserved.  Siebel  and  the  Siebel  logo  are  trademarks  of  Siebel  Systems,  Inc.,  and  may  be 
registered  in  certain  jurisdictions.  Other  product  names,  designations  and  logos  may  be  the  trademarks  of  their  respective  owners. 


Fleet's  employee  sales 
productivity  is  up  21% 

— Dean  Athanasia,  Executive  VP,  Fleet  National  Bank 


Dean  Athanasia 
knows  that  business 
success  depends 
on  teamwork 
and  commitment 
to  customer 
satisfaction.  That's 
why  Fleet  relies 
on  Siebel's  Employee 
Relationship 
Management 
software.  It  aligns 
Fleet  employees 
using  real-time 
intelligence,  so 
customers  get  the 
personalized 
solutions  they  want. 
Sales  productivity 
is  up  21%.  Cross-sell 
revenues  rose  14%. 
And  products  used 
per  customer  grew 
16%.  Dramatic  proof 
that  teams  using 
Siebel  ERM  deliver 
real  results. 


Proven  ERM. 
Proven  results. 


To  learn  how  Fleet  achieved  these  results, 
visit  www.siebel.com/casestudies 
or  call  1-800-307-2181. 
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COVER  STORY 

THE  ULTIMATE  COST  OF 

OFFSHORE  OUTSOURCING 

CIOs  are  becoming  cautious  about  publically  endorsing  offshore  outsourcing,  though 
most  believe  that  the  trend  will  continue.  “We  don't  want  a  situation  where  the  public  sees 
us  as  a  malevolent  force  and  takes  it  out  on  our  products,”  says  one  Fortune  100  CIO. 


Features 

SPECIAL  REPORT  I  OFFSHORE  OUTSOURCING 
The  Politics 
Backlash  I  44 

As  a  growing  number  of  IT  jobs  move  overseas,  some  CIOs 
and  economists  prophesy  a  political  storm  against  offshore 
outsourcing.  By  Christopher  Koch 

The  People 

The  Radicalization  of  Mike  Emmons  I  55 

Until  he  was  laid  off  by  a  company  moving  jobs  offshore, 

Mike  Emmons  rarely  voted.  Now  the  computer  programmer 
is  considering  a  run  for  Congress.  By  Ben  Worthen 

The  Money 

The  Hidden  Costs  of  Offshore  Outsourcing  I  60 

Moving  jobs  overseas  can  be  a  much  more  expensive  proposition 
than  you  may  think.  By  Stephanie  Overby 

MORE  ►►► 


Outsourcing  has  affected  many  in  IT:  TRW  Automotive’s  Joe  Drouin 
(top)  dealt  with  layoff  backlash;  IEEE’s  Ron  Hira  (left)  blames 
government  visas  for  encouraging  the  trend;  BNSF  Railway’s 
Jeff  Campbell  (center)  views  offshore  development  as  inevitable; 
and  Mike  Emmons  (right),  a  displaced  programmer,  thinks  it’s 
just  plain  wrong. 
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PHYSICIANS  TAKE  THE 

HIPPOCRATIC  OATH. 

JUDGES  TAKE  A 
CONSTITUTIONAL  OATH. 

WHAT  ABOUT 
SOFTWARE  MAKERS? 


As  the  world's  leading  provider  of  business  application 
software,  we  have  an  enormous  responsibility  to  you,  our 
customers.  After  all,  you’ve  entrusted  your  business’s  future  to 
our  products  —  and  our  reputation.  So  we’d  like  to  take  a  few 
moments  to  define  our  commitment  to  you.  It’s  not  exactly  an 
oath.  But  for  us,  it’s  written  in  stone. 

SOFTWARE  THAT  WORKS 

We  don’t  rush  SAP®  solutions  into  the  marketplace.  They’re 
engineered  for  stability  and  reliability,  then  tested  and  retested 
to  ensure  it.  Which  makes  them  the  perfect  choice  for  mission- 
critical  business  processes. 

Altogether,  we  spend  more  than  $1  billion  a  year  on  re¬ 
search  and  development.  Think  of  it  as  an  investment  in  your 
peace  of  mind. 

OPTIONS  THAT  PROTECT  YOUR  INVESTMENT 

We’re  constantly  looking  for  new  ways  to  help  you  reduce 
costs  and  limit  your  financial  risk. 

Here’s  one  way:  our  breakthrough  open  technology 
platform,  SAP  NetWeaver™.  It  enables  you  to  make  use  of  your 
existing  software  investments,  plus  choose  any  software  you 
want  in  the  future  —  SAP  or  non-SAP.  The  result:  significantly 
lower  integration  costs,  as  well  as  lower  total  cost  of  ownership. 

SOLUTIONS  THAT  FIT  YOUR  BUSINESS 

What  does  a  small  pharmaceutical  manufacturer  have  in 
common  with  a  huge  financial  services  company?  Frankly,  not 
a  lot.  Which  is  why  we  offer  customized  solutions  for  23  differ¬ 
ent  industries,  as  well  as  solutions  scaled  specifically  for  small 
and  midsize  businesses.  After  all,  you  want  solutions  that  fit, 
not  almost  fit. 


SERVICE  THAT’S  SECOND  TO  NONE 

Even  the  best  software  is  useless  without  top-notch 
support.  So  we’ll  always  stand  behind  you.  In  fact,  130,000 
consultants  will  be  behind  you.  It’s  called  the  SAP  Customer 
Services  Network. 

They  can  help  you  strategically  plan  for,  implement, 
operate,  and  continually  improve  solutions.  Their  goal  is  to 
maximize  your  return  on  investment  and  help  you  realize 
your  objectives  faster  than  ever. 

A  PROMISE  THAT  WE’LL  BE  HERE 

We’ve  been  in  business  for  over  31  years.  Today,  29,000  of 
our  employees  are  servicing  19,600  customers  in  120  countries.  As 
you  can  probably  deduce  from  those  numbers,  we’re  committed 
to  being  your  trusted  partner  for  the  long  term.  Evidently,  that 
commitment  has  not  gone  unnoticed.  As  BusinessWeek  Online 
recently  commented:  “In  a  world  where  being  safe  is  sexy, 
SAP  may  be  the  biggest  eye-catcher  on  the  block.” 

FEEL  LIKE  TALKING? 

Lately,  there’s  been  a  lot  of  turmoil  in  our  industry. 
Hopefully,  you  haven’t  been  affected. 

But  if  you  are,  you  should  know  that  you  have  an  alter¬ 
native:  a  company  whose  main  priority  is  its  customers’  needs; 
a  company  that  places  the  utmost  importance  on  relationships; 
a  company  that  will  be  here  for  you. 

If  you’d  like  to  talk  to  that  company,  call  us  at  1  800  940 1727 
or  visit  sap.com/commitment 


THE  BEST-RUN  BUSINESSES  RUN  SAP  baAr’® 


©2003  SAP  AG.  SAP  and  the  SAP  logo  are  trademarks  and  registered  trademarks  of  SAP  AG  in  Germany  and  several  other  countries. 
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Twister,  Hurricanes, 

Floods  (Oh  My)  I  68 

While  you  were  busy  securing  your  organi¬ 
zation  for  a  possible  terrorist  attack,  along 
came  the  weather.  Here’s  how  to  prepare 
for  the  worst  Mother  Nature  has  to  offer. 
By  Matt  Villano 

CASE  FILES  I  CUSTOMER  FOCUS 
300  Brands,  One  Strategy  I  79 

When  your  reach  is  as  vast  as  Procter  & 
Gamble’s,  building  a  worldwide  view  of 
your  customers  is  a  matter  of  thinking 
globally  and  acting  locally. 

By  Meg  Mitchell  Moore 
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THE  NEW  WORK  ORDER 
Big  Offices  Are  Better  I  36 

And  other  findings  from  the  universe  of 
productivity  metrics.  By  Tom  Davenport 

REAL  VALUE 
Don’t  Ignore  the 
Intangibles  I  40 

Even  benefits  that  are  hard  to  quantify 
can  be  an  important  part  of  a  successful 
business  case.  By  Jack  Keen 


HOTSEAT I  90 

Your  Guide 
to  Managing 

GM’s  Matrix  Reloads 

How  an  org  chart  can  inspire  internal 
competition,  drive  process  efficiencies 
and  make  a  business  more  competitive. 
By  Edward  Prewitt 

Management  Reports  I  94 

Leadership  lag — why  followers  don’t 
know  the  corporate  vision. 

Leadership  Agenda  I  96 

Answers  to  your  questions  on  how  to 
win  allies  and  influence  your  peers. 

By  Susan  H.  Cramm 


CAREER  COUNSEL 
The  School  of  Life  I  86 

Although  an  official  degree — preferably  an 
MBA — is  good  to  have,  don’t  knock  the 
school  of  hard  knocks  in  your  quest  for 
education.  By  Beverly  Lieberman,  Gerry 
McNamara  and  Mark  Polansky 

Sections 

TRENDLINES  I  22 

Oracle’s  big  appetite;  Tiny  sensors;  India’s 
new  privacy  rules;  Doctors’  group  profits 
from  ERP.  And  more 

ON  THE  MOVE  I  30 

CIOs  on  the  go — see  where  your  IT  peers 
are  working  now. 

PROFILE:  Lucent’s  Ruth  Bruch 


GM  CIO  Ralph  Szygenda  admits  that  his  matrix 
bothers  some  people,  but  it  has  helped  cut  GM’s 
IT  budget  by  $1  billion  during  the  past  seven  years. 
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Are  You  an  Activist?  I  12 

Offshore  outsourcing  is  a  thorny  issue  for 
IT  workers.  You  need  to  take  a  stand. 

By  Abbie  Lundberg 
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Reader  feedback 
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Would  You  Bet  Your  Business 

On  This? 


Millions  do.  Yet  when  disaster  happens,  your  system 
of  offsite  storage  and  recovery  may  prove  slow  and 
unreliable.  While  waiting  days  to  recover  data,  business 
losses  just  keep  piling  up. 

Ready  RecoverySM,  from  Berbee®,  is  the  21st  century 
alternative  to  data  recovery.  It  continuously  mirrors 
your  core  business  systems  -  every  minute  of  every 
day.  When  disaster  strikes,  Ready  Recovery  is  ready  to 
bring  your  mission-critical  systems  back  up  in  a  matter 
of  minutes.  With  no  lost  data,  time,  or  business.  Ready 
Recovery  is  a  flexible  and  affordable  solution  that  lets 
you  protect  the  systems  you  can  least  afford  to  lose  like 
eCommerce,  member/customer  data,  file  servers, 
email,  and  other  mission-critical  systems. 

Tape  can  save  your  data,  but  Ready  Recovery  can 
save  your  business.  And  it’s  only  available  from  Berbee. 
For  more  information,  contact: 


BERBEE® 


Berbee  Information  Networks  Corporation 
888.888.8835  •  www.berbee.com/ready50 


IBM,  xSP  Prime  Hosting  and  associated  logos  are  trademarks  of  IBM  Corporation  in  the  United  States,  other  countries, 
or  both.  This  IBM  Business  Partner  has  been  approved  for  the  IBM  xSP  Prime  Hosting  program  in  North  America. 


Powering  e-business 


>features 

from  September  1  to  September  15 


ASK  THE  SOURCE 

What  Are  the  Real  Costs 
of  Going  Offshore? 

Think  outsourcing  offshore  is  a  breeze?  David 
Raspallo,  CIO  of  Textron  Financial,  knows 
otherwise  (see  The  Hidden  Costs  of  Offshore 
Outsourcing,  Page  60).  His  vendor  selection  process  took  500  hours, 
involved  himself  and  three  senior  managers,  and  cost  $20,000  in 
additional  expenses.  The  infrastructure  better  be  seamless  or  "you’ll 
have  a  lot  of  costly  issues  to  deal  with,”  he  adds.  Ask  Raspallo  about 
those  issues— costly  and  otherwise— until  Sept.  15.  Go  to 
www.cio.com/ask. 

INTERACTIVE  WORK  SHEET 

Calculate  the  Costs  for  Yourself 

Our  work  sheet,  Do  the  Math  (see  Page  61),  gives  you  the  best  and  worst  case  parame¬ 
ters  of  going  offshore,  from  an  additional  15.2  percent  to  a  whopping  57  percent  on  top 
of  the  $1  million  cost  of  the  work.  What  would  be  your  true  costs?  The  Work  Sheet 
Online  lets  you  plug  in  your  own  numbers. 

READ  MORE 

Web  Exclusive: 

Portrait  of 
the  Oust- Sourced 

Like  Mike  Emmons  (see  The  Radical- 
ization  of  Mike  Emmons,  Page  55), 

Daniel  Soong  never  thought  of  himself 
as  political.  But  18  months  out  of  work 
and  a  peer’s  suicide  can  really  change 
one’s  opinion.  Read  Soong’s  story  of 
an  American  worker  betrayed  in 
No  Americans  Need  Apply. 


Our  Daily  Web 

MONDAY  Tech  Tact 

Technology  Editor  Christopher 
Lindquist  covers  what’s  coming. 

TUESDAY  Quick  Poll 

Vote  with  your  mouse,  and  see 
how  other  IT  leaders  feel  about 
current  events. 

WEDNESDAY  Metrics 

Web  Writer  Jon  Surmacz  makes 
sense  of  the  numbers. 

THURSDAY  Sound  Off 

Web  Editorial  Director  Art 
Jahnke  opines  on  managerial, 
political  and  ethical  dilemmas. 

FRIDAY  The  Big  Picture 

Charts  and  graphs  that  are 
worth  a  thousand  words. 

EVERY  WEEKDAY  The  News 

We  synthesize  the  top  IT  news 
stories  of  the  day. 

Peer  Resources 

Sister  publication  Darwinmag.com 
has  also  delved  into  the  outsourc¬ 
ing  fray.  Read  Outsourcing: 
Backlash— -and  its  dozen-plus 
comments,  from  economically 
clear-eyed  support  of  offshore 
outsourcing  to  an  experienced 
questioning  of  touted  savings.  Go 
to  www.darwinmag.com  and 
search  on  "Backlash." 

And  don’t  forget  the  security 
issues.  In  CIO  sister  publication 
CSO  magazine,  an  anonymous 
CSO  writes  about  the  importance 
of  keeping  security  management 
in-house  in  Why  Outsourcing  Won’t 
Work.  Go  to  www.csoonline.com 
and  search  on  the  article’s  title. 


Find  links  to  the  stories  mentioned  on  this  page  at 
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AT&T  Wireless  works. 


average 
20-40  Kbps 


Sprint  works  nearly  twice  as  fast. 


average 
50-70  Kbps 


Your  business  can  get  more  done,  faster,  in  more  places 
nationwide  with  the  Sprint  advanced  wireless  network. 


Compared  with  the  AT&T  Wireless  Next  Generation  network, 
Sprint  gives  you: 

•  Laptop  connections  nearly  twice  as  fast 

•  30%  larger  coverage  area 

•  35  million  more  people  covered 


All  of  this  and,  of  course,  clear  calls  on  the 
most  complete,  all-digital  wireless  network  in 
the  nation  to  make  your  business  more  effective. 


PCS  Connection  Card.™ 
Insert  it  in  a  laptop. 
Get  a  wireless 
connection. 


Get  the  facts  at  www.sprintpcs.com  or  call  877-459-8144 
for  a  PCS  Business  Representative. 


One  Sprint.  Many  Solutions?1"1 

Voice/Data  PCS  Wireless  Internet  Services  E-Business  Solutions  Managed  Services 


Speed  claims  based  on  published  averages  from  each  carrier  and  other  information.  Realized  speeds  will  vary  based  on  devices,  tasks  and  other  factors.  Coverage  claims  based  on 
the  enhanced  Sprint  Nationwide  PCS  Network  (reaching  240  million  people)  and  the  AT&T  Wireless  National  Next  Generation  (GPRS)  network  and  coverage  included  with  available 
service  plans  excluding  roaming  areas.  Copyright  ©2003  Sprint  Spectrum  L.P  All  rights  reserved.  Sprint  and  the  diamond  logo  are  trademarks  of  Sprint  Communications  Company  L.P. 
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Dell  has  a  customized  IT  solution  for  your  business,  no  matter  what  business  you're  in,  or  what  size  it  is. 

From  PowerEdge"  servers  featuring  Intel®  Xeorf  processors  to  PowerVaulf  Storage  and  PowerConnecf  switches, 
Dell  offers  flexible,  high-performance  industry-standard  technologies  and  software  solutions  that  are  just  right  for 
your  particular  business  needs.  And  we'll  help  you  every  step  along  the  way.  Whether  it's  planning  and  design, 
testing  and  validation,  systems  management,  or  our  award-winning  24  x  7  service  and  support,  Dell  will  help  you 
create  an  IT  infrastructure  that's  easy  to  choose,  deploy  and  manage.  So  make  life  easy  on  yourself  and  get  a  big 
advantage  over  your  competition  -  with  a  unique  IT  solution  from  Dell. 


Dell  Rated  #1  in  Intel-Based  Server  Satisfaction 

20  Out  of  21  Consecutive  Quarters 
Technology  Business  Research 
Corporate  IT  Buying  Behavior  and  Customer  Satisfaction  Study 

Fourth  Quarter  2002 
-April  2003 


Call:  M-F  7a-8p  Sat  8a-5p,  CT 

Pricing,  specifications,  availability  and  terms  of  offer  may  change  without  notice.  Taxes  and  shipping  charges  extra,  and  vary  and  not  subject  to  discounts.  U.S.  Dell  Small  Business  new  purchases  only.  Dell  cannot  be  held  responsible  for  errors  in  typography  or 
photography.  ’This  device  has  not  been  approved  by  the  Federal  Communications  Commission  for  use  in  a  residential  environment.  This  device  is  not,  and  may  not  be,  offered  for  sale  or  lease,  or  sold  or  leased  for  use  in  a  residential  environment  until  the  approval  of 
the  FCC  has  been  obtained.  'Service  may  be  provided  by  third  party.  Technician  will  be  dispatched  following  phone-based  troubleshooting.  Subject  to  parts  availability,  geographical  restrictions  and  terms  of  service  contract.  Service  timing  dependent  upon  time  of  day 
call  placed  to  Dell.  U.S.  only.  “Monthly  payment  based  on  pre-rebate  price  for  48-month  60  Days  Same-As-Cash-QuickLoan  with  46  payments  at  9.99%  interest  rate.  Your  interest  rate  and  monthly  payment  may  be  same  or  higher,  depending  on  your  creditworthiness. 
If  you  do  not  pay  the  balance  within  60  days  of  the  QuickLoan  Commencement  Date  (which  is  five  days  after  product  ships),  interest  will  accrue  during  those  first  60  days  and  a  documentation  fee  may  apply.  OFFER  VARIES  BY  CREDITWORTHINESS  OF  CUSTOMER 
AS  DETERMINED  BY  LENDER.  Minimum  transaction  size  of  $500  required.  Maximum  aggregate  financed  amount  for  the  paperless  acceptance  QuickLoan  not  to  exceed  $25,000.  If  your  order  exceeds  $25K,  a  Dell  Financial  Services  rep  will  contact  you  to  process  your 


FILE  AND  PRINT  SERVERS 

From  entry-level  servers  to  robust  rack-mountable  solutions  that  fit  existing  infrastructures. 


NEW  PowerEdge™  400SC  Server 

Entry-Level  Value  Server 

•  Intel®  Celeron®  Processor  at  2GHz 

•  Upgradable  to  Intel®  Pentium®  4  Processor  at  3.20GHz 

•  800MHz  Front  Side  Bus 

•  128MB  266MHz  ECC  DDR  SDRAM  (Up  to  4GB) 

•  40GB  (7200  RPM)  IDE  Hard  Drive 

•  Embedded  Intel®  PRO  Gigabit50  NIC 

•  1-Yr  24x7  Dedicated  Server  Phone  Tech  Support 

•  1-Yr  Next  Business  Day  On-Site  Service3 

•  Small  Business  Pricing 


NEW  PowerEdge™  650  Server 

Low-Cost,  General-Purpose  1U  Server 

•  Intel®  Pentium®  4  Processor  at  2.40GHz 

•  Upgradable  to  Intel®  Pentium®  4  Processor  at  3GHz 

•  128MB  266MHz  ECC  DDR  SDRAM 

•  Upgradable  to  3GB  of  Memory 

•  20GB  (7200  RPM)  IDE  Hard  Drive 

•  Upgradable  to  146GB  of  Internal  Hard  Drive  Storage 

•  Intel®  PRO  Gigabit50  NIC 

•  3-Yr  Next  Business  Day  On-Site  Service3 

•  Small  Business  Pricing 


s399 


E-VALUE  Code:  18579- S20803g 


*1199 


as  low  as  $32/mo.,  (46  pmts?0) 

E-VALUE  Code:  18579-S20811g 


DATABASE  AND  WEB  HOSTING  SERVERS 
Application-specific  servers  that  can  meet  most  any  challenge. 


PowerEdge™  2600  Server 

High-Performance  Tower  Server 

•  Intel®  Xeon"  Processor  at  2.80GHz 

•  Dual  Intel®  Xeon"  Processor  Capable  (Up  to  3.06GHz) 

•  512MB  200MHz  ECC  DDR  SDRAM  (Up  to  6GB) 

•  Upgradable  to  6GB  of  Memory 

•  36GB  (10K  RPM)  Ultra320  SCSI  Hot-Swap  Hard  Drive 

•  Active  ID  Bezel  for  Manageability 

•  3-Yr  Next  Business  Day  On-Site  Service3 

•  Small  Business  Pricing 

as  low  as  $43/mo.,  (46  pmts?0) 

V  I  E-VALUE  Code:  18579- S20815 


NEW  PowerEdge™  1750  Server 

1U  High-Performance  Rack  Server 

•  Intel®  Xeon"  Processor  at  2.40GHz 

•  Dual  Intel®  Xeon"  Processor  Capable  (Up  to  3.06GHz) 

•  256MB  266MHz  ECC  DDR  SDRAM  (Up  to  8GB) 

•  36GB  (10K  RPM)  Ultra320  SCSI  Hot-Swap  Hard  Drive 

•  Integrated  Dual-Channel  Ultra320  SCSI  Controller 

•  Active  ID  Front  Bezel  for  Monitoring  System  Health 

•  3-Yr  Next  Business  Day  On-Site  Service3 

•  Small  Business  Pricing 

^  as  'ow  as  $46/mo.,  (46  pmts?0) 
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SERVICES 

Purchase 

•  Dell  offers  a  wide  range  of  reliable,  award-winning 
technology,  all  delivered  from  a  single  point  of 
contact  -  and  our  expert  sales  associates  are 
there  to  help  you  find  the  technology  that's  right  for 
your  business. 

Installation  -  Starting  at  $199 

•  Once  you've  selected  the  right  technology,  Dell  can 
help  you  get  it  up  and  running  quickly  and  cost- 
effectively  with  our  custom  on-site  installation  and 
configuration  services. 

Training  &  Certification  -  Starting  at  $100 

•  After  installation,  Dell  can  help  turn  your  employees 
or  IT  staff  into  experts  on  your  new  technology 
through  a  variety  of  training  and  certification  courses  - 
helping  increase  your  business'  long-term  productivity. 

Service  &  Support 

•  The  support  doesn't  end  at  the  sale.  Dell's  award¬ 
winning  service  and  support  offerings  help  ensure 

that  your  new  network  remains  up  and  running  - 

with  Web,  phone  or  on-site  service3  and  support. 


4-WAY  SERVERS 

Handle  intense  networking  needs  with  ease. 

PowerEdge™  6600/6650  Servers 

Quad  Processing  Power  in  Rack-Mountable  or 
Tower  Form  Factors 

•  Up  to  Four  Intel®  Xeon"  Processors  at  2GHz 

•  Up  to  32GB  DDR200  ECC  SDRAM 

•  Up  to  1752GB  Maximum  Internal  HDD  Storage 

•  Embedded  Ultra  SCSI  Adaptec®  (160MB/s)  Controller 

•  Standard  Hot-Swap  Hard  Drives,  Hot-Swap  Redundant  Fans 
and  Hot-Swap  Redundant  Power  Supplies 

•  10  Hot-Plug  PCI-X  Slots 

aslowas$148/mo„  (46  pmts?") 

starting  at  ~ 


NETWORK  SWITCHES 
Design  a  powerful  network  with  scalable, 
high-performance  switches. 


PowerConnect™  2000/3000/5000  Switches 


PowerConnect"  2000  Series  -  Starting  at  $89 

•  Affordable,  Easy-to-lnstall  Unmanaged  Switches 

PowerConnect"  3000* *  Series  -  Starting  at  $549 

•  Stackable,  Enterprise-Class  Managed  Switches 

•  Advanced  Management  via  Browser  or  Industry-Standard  CLI 

PowerConnect"  5000*  Series  -  Starting  at  $1199 

•  High-Performance,  All-Gigabit  Managed  Switches 

•  Layer-3  Aware  Class  of  Service  Prioritization 

Next  Business  Day  Advanced  Exchanged  Service52  Included 


STORAGE  OPTIONS 

Improve  your  networks  capabilities. 

Dell  PowerVault™  725N  NAS  

Optimized  File  Storage  Across  the  LAN 

•  Intel®  Celeron®  Processor  at  1 ,70GHz 

•  Upgradable  to  Intel®  Pentium®  4  Processor  at  2.60GHz 

•  4x40GB  (160GB)  IDE  Hard  Drives 

•  Up  to  1  Terabyte  of  Internal  Storage  Capacity 

•  Microsoft®  Windows®  Powered  Network  Attached  Storage 

4?  ^  as  low  as  $49/mo.,  (46  pmts?0) 
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for  low  prices  on  Dell/EMC  storage  arrays. 
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From  the  Editor 

lu  ndberg@cio.com 


The  debate  around  the  perils 
of  offshore  outsourcing  has 
been  swirling  for  months 
on  CIO.com.  Jump  in  with 
your  own  comments.  Go  to 
www.cio.com/outsourcing 
and  scroll  down  to  Sound  Off. 


Are  You  an  Activist? 


BACK  IN  JUNE,  I  received  an  e-mail  from  my 
13 -year-old  daughter  about  a  rule  change  being 
made  by  the  FCC  allowing  for  greater  consolida¬ 
tion  of  media  ownership.  The  e-mail  sent  me  to  a 
website  (MoveOn.org)  that  was  conducting  a 
grassroots  effort  to  lobby  Congress  to  vote  against 
the  change.  Moved  by  my  daughter’s  indignation 
(and  impressed  by  her  understanding  of  the  issues), 
I  added  my  voice  to  the  effort,  as  much  in  support 
of  her  activism  as  the  issue  itself. 

On  July  23,  the  House  of  Representatives  voted 
400  to  21  to  block  the  change.  My  daughter  clipped 
the  article  from  The  Wall  Street  Journal  and  taped 
it  to  her  wall.  I  saw  this  as  a  reinforcing  lesson  in 
democracy  for  a  child  whose  views  are  still  forming. 
Sadly,  for  me,  this  minor  venture  into  activism  was 
all  too  rare.  And  it  made  me  realize  that,  as  con¬ 
cerned  as  I  am  about  political,  social  and  environ¬ 
mental  issues,  I’ve  behaved  most  of  my  life  as  a 
passivist  (not  to  be  confused  with  “pacifist”). 

I’m  certainly  not  alone.  Americans,  by  and  large, 
rarely  stretch  to  engage  in  the  democratic  process. 
We’re  too  busy:  working,  going  to  the  doctor’s  and 
the  grocery  store,  driving  the  kids  around,  putting 
dinner  on  the  table.  It’s  not  until  something  dire 
and  personally  threatening  comes  along  that  most 
of  us  can  muster  the  energy  to  try  to  effect  change. 
The  trouble  is,  by  then  it’s  often  too  late. 

Offshore  outsourcing  has  become  such  an  issue 
for  IT  workers,  many  of  whom  have  seen  their  jobs 


move  overseas  (see  “The  Radicalization  of  Mike 
Emmons,”  by  Ben  Worthen,  Page  55). 

There  are  three  pivotal  questions  that  will  deter¬ 
mine  if  offshoring  and  the  resulting  loss  of  U.S. 
jobs  will  achieve  urgent  status  for  the  rest  of  us: 

■  Will  offshore  outsourcing  be  reserved  for  only 
the  most  basic  types  of  IT  work?  There’s  already 
evidence  that  it  won’t. 

■  Will  the  headache  of  managing  the  relationships 
make  companies  willing  to  pay  the  higher  price  for 
domestic  workers?  Doubtful — companies  are 
already  figuring  out  how  to  make  these  arrange¬ 
ments  work  smoothly. 

■  Will  some  new  type  of  knowledge  work  arise  to 
create  replacement  jobs  for  hundreds  of  thousands 
of  displaced  IT  workers?  That’s  anyone’s  guess,  but 
there’s  nothing  on  the  horizon  to  suggest  it.  (See 
“Backlash,”  by  Christopher  Koch,  Page  44.) 

I’m  not  a  protectionist.  But  given  the  stakes,  I  do 
believe  Congress  should  act  swiftly  to  limit  the 
number  of  H-1B  and  L-l  visas  that  offshore  com¬ 
panies  use  to  bring  workers  into  this  country  to 
coordinate  work  overseas.  And  they  should  add  a 
provision  to  the  L-l  requiring  equitable  pay  scales. 
This  won’t  stop  offshore  work,  and  perhaps  it 
shouldn’t.  But  it  may  give  us  some  time  to  think 
things  through  and  better  manage  the  transition. 

Is  this  an  issue  you  should  be  active  in?  E-mail 
me  (after  you  e-mail  your  congressman)  and  let  me 
know  what  you  think. 
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EDS  EXPECTS  $100,000,000  IN 
PRODUCTIVITY  SAVINGS. 


YOU  CAN  TOO. 


Using  Opsware,  EDS  is  automating  more  than  15,000 
servers  worldwide.  And  only  EDS  Automated  Hosting 
offers  clients  a  100%  uptime  guarantee. 


It’s  here.  Truly  automated  IT. 


Go  to 


OPSWARE  INC 

Automating  IT" 
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Reader  Feedback 


KNOWLEDGE  WORKERS  SHOULD  WATCH  THEMSELVES 

It’s  encouraging  to  see  Tom  Davenport  direct  his  June  column  [“A  Measurable  Proposal,” 
June  1, 2003]  to  the  world  of  knowledge  workers  and  how  we  might  make  them  more 
effective. 

His  starting  point  is  hard  to  object  to:  “For  several  decades,  whenever  we’ve  had 
to  automate  a  function,  we’ve  undertaken  a  good  deal  of  systematic  thinking 
beforehand.  We  do  a  detailed  task  analysis  and  requirements  definition;  we 
model  process  and  information  flows.”  But  Davenport  risks  falling  into  a 
subtle  but  dangerous  trap. 

The  trap  is  in  assuming  that  the  techniques  of  productivity  improvement  that 
worked  so  well  for  industrial  work  apply  directly  to  knowledge  work.  The  productivity 
improvement  efforts  that  started  with  Frederick  Taylor,  the  founder  of  systems  engineering, 
and  drove  economic  growth  in  the  last  century  were  built  on  the  systematic  observation  of 
work  practices  and  the  assumption  that  there  was  “one  best  way”  to  perform  any  given  task. 


That  assumption  of  “one  best  way” 
will  derail  efforts  to  improve  the  effec¬ 
tiveness  of  knowledge  work.  Knowledge 
work  is  craft  work  brought  into  the  21st 
century.  The  outputs  of  knowledge  work 
are  one-offs — not  standardized,  reusable 
parts.  Analyses,  decisions  and  designs  all 
derive  their  value  from  being  tailored  to 
the  moment  and  the  situation. 

The  challenge  for  Davenport,  and  for 
all  of  us  trying  to  make  knowledge  work 
more  effective,  is  to  adopt  Taylor’s  per¬ 
spective  without  the  unreflective  use  of 
the  techniques. 

Davenport’s  unstated,  industrial 
assumption  is  that  you  need  to  involve 
knowledge  workers  in  the  process  because 
they  have  more  organizational  power 
than  those  we  inflicted  reengineering  on, 
and  they  won’t  sit  still  for  similar  treat¬ 
ment.  That’s  certainly  true. 

But  the  important  reason  for  involv¬ 
ing  them  is  that  they  are  the  only  effec¬ 
tive  judges  of  their  work  quality.  If  you 
accept  the  premise  that  knowledge  work 
is  craft  work,  then  you  have  to  allow  the 
creators  of  that  work  the  freedom  to 
pursue  their  craft.  You  don’t  improve 


things  by  chaining  knowledge  workers 
to  an  assembly  line.  I  don’t  want  10 
marketing  strategies  in  place  of  one.  I 
want  a  marketing  strategy  that  is  10 
times  better.  Getting  that  will  take  a 
great  deal  of  systematic  observation.  But 
the  improvements  to  be  built  on  that 
observation  will  depend  on  helping  each 
individual  knowledge  worker  learn  to 
make  the  most  of  the  tools  we  provide. 

Jim  McGee 
Director 

Huron  Consulting  Group 
jmcgee@huronconsultinggroup.com 

Tom  Davenport  responds:  For  the  most 
part,  I  agree  with  Jim  McGee,  but  don’t 
think  that  I  fell  into  the  traps  he  describes. 
I  didn’t  mean  to  insinuate  that  we  should 
treat  knowledge  work  the  way  we’ve 
treated  more  structured  business  func¬ 
tions — only  that  we  should  give  it  at  least 
as  much  attention.  And  I  certainly  don’t 
think  there’s  “one  best  way,  ”  although  I 
would  guess  and  hope  that  some  ways 
are  better  than  others. 

Where  I  would  disagree  with  McGee 
is  that  knowledge  workers  “are  the  only 


effective  judges  of  their  work  quality.  ” 
It  seems  obvious  that  the  quality  of  mar¬ 
keting  strategies,  new  product  designs  or 
articles  in  CIO — all  products  of  knowl¬ 
edge  workers — can  be  assessed  by  peo¬ 
ple  other  than  their  creators.  Knowledge 
work  may  be  craft  work,  but  some 
crafters  are  more  efficient,  effective  and 
innovative  than  others.  It  seems  likely 
that  the  worst  crafters  can  learn  some¬ 
thing  from  the  best. 

CORRECTION 

An  item  in  the  Aug.  1,  2003,  “On  the 
Move”  column  misstated  the  source  of 
information  for  Lucent  Technologies 
CIO  Ruth  Bruch’s  appointment  to  the 
Mellon  Financial  board  of  directors.  It 
was  Mellon  Financial,  not  Lucent. 

WHAT  DO  YOU  THINK? 

Send  your  thoughts  and  feedback 
to  letters@cio.com.  Letters  may  be 
edited  for  length  or  clarity.  For  links 
to  the  articles  mentioned,  go  to 
www.  do.  com/printlinks. 
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IF  SARBANES-OXLEY  IS  YOUR  HEADACHE 
CONSIDER  US  YOUR  ASPIRIN. 


Getting  up  to  speed  with  the  new  disclosure  law  is,  to  say  the  least, 
daunting.  Fortunately,  we  have  a  solution.  Our  seasoned  Associates 
will  document  and  assess  your  existing  internal  controls.  We  can 
use  tools  provided  by  you,  or  our  proprietary  policy  management 
and  compliance  software  policylQ to  efficiently  enable 
Sarbanes-Oxley  compliance.  What’s  more,  our  independent  status 
eliminates  any  risk  of  potential  conflicts  of  interest.  So  you  can  stop 
worrying,  and  get  back  to  doing  what  you  do  best. 
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500  companies.  Depending  on  your 
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help  your  company  make  the  most 
of  any  business  challenge. 
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Board  Chairman  Patrick  J.  McGovern 
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▼  INTERNATIONAL* 
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When  you  upgrade  your  old  printer 
to  a  new  HP  printer,  you  may  actually 
save  more  money  than  you'll  spend. 

HP  innovation  has  led  to  new  enhancements  in  printing  that 
can  help  dramatically  reduce  your  operating  costs.  In  many 
cases,  you  may  save  enough  in  power,  consumables  and 
support-related  costs  to  completely  pay  for  an  upgrade. 
Combine  this  with  special  rebate  incentives,  and  it's  easy  to 
see  how  a  new  HP  printer  can  lead  to  significant  savings 
for  your  company.  Get  more  with  HP  printers. 


Save  even  more  with  rebates  from  $50  to  $2,000 

on  over  40  different  models  of  HP  printing  and  digital  imaging  products. 


For  more  information  or  to  find  a  reseller  near  you,  call  1-866-625-1 174 
or  visit  www.hp.com/go/getmore. 


While  many  users  of  new  HP  printers  may  experience  cost  savings,  your  results  may  vary.  Visit  www.hp.com/go/getmore  for  complete  listing  of  eligible  products  and  rebate  terms  and  conditions.  HP  reserves  the 
right  to  change  or  cancel  this  program  at  any  time  without  notice.  ©2003  Hewlett-Packard  Development  Company,  L.P. 


Digital  Document 
Security  and  IT: 
Everything  you 
need  to  know. 

Q#  What  are  the  most  significant 
•  digital  copier  security  issues? 

A#  Various  copier  print  controllers 
•  are  actually  servers  that  queue 
and  permanently  store  multiple 
document  files,  providing  administrator 
access  to  the  documents.  At  a 
minimum,  most  digital  copiers  retain 
the  last  document  processed;  some 
even  retain  multiple  documents 
totaling  hundreds  of  pages.  Others 
redirect  print  jobs  when  the  printer  is 
busy  or  jammed,  making  "denial  of 
service"  attacks  possible. 

Q#  How  does  Sharp  protect  the 
•  network  interface? 

A#  The  Sharp  Ethernet  card  allows 
•  administrators  to  restrict  access 
and  disable  unnecessary  protocols. 
With  this  network  card,  the  Sharp 
digital  copier  is  essentially  protected 
by  its  own  firewall. 

Q#  How  can  you  be  sure  that 
•  security  products  actually 
perform  as  claimed? 

A#  The  Common  Criteria  program 
•  — administered  by  the  U.S. 
National  Security  Agency  and  the 
National  Institute  of  Standards  and 
Technology — evaluates  security 
solutions.  Products  that  are  validated 
under  the  program  meet  security  levels 
consistent  with  ISO  1 5408  methodology. 

Q#  How  can  Sharp  improve  IT 
•  security? 

A#  Sharp  offers  print  privacy 
•  solutions  designed  to  restrict 
unauthorized  personnel  from  seeing 
confidential  materials.  Copier  access 
can  be  controlled  and  monitored, 
while  documents  retained  in  printer/ 
copier/scanner/fax  memory  are 
immediately  cleared  to  eliminate 
unauthorized  access. 

sharpusa.com 


be  sharp” 

©2003  Sharp  Electronics  Corporation. 
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How  secure  is  your  digital  information? 


Protect  your  information  with  the  Data  Security 
Kit  from  Sharp.  Financial  facts,  personnel  records, 
customer  lists:  networked  copiers/printers  process 
sensitive  information  every  day.  Unfortunately,  their 
hard  drives  can  also  be  accessed  via  the  network, 
contributing  to  $60  billion  worth  of  information 
theft  every  year.*  To  protect  this  weak  link  in  your 


corporate  security,  we've  created  our  Data  Security 
Kit.  It's  the  first  copier  and  printer  protection  to 
be  validated  by  Common  Criteria,  a  government- 
sponsored  program,  and  it's  available  only  with 
our  Digital  IMAGER™  series  of  copiers/printers. 
Sharp's  Data  Security  Kit.  Enhanced  information 
protection  at  your  fingertips,  sharpusa.com/security 


be  sharp™ 


I  AM  A  CISCO  1200 
SERIES  DUAL 
BAND  WI-FI 
ACCESS  POINT 


I  AM  70  MORE 
MINUTES  OF 
PRODUCTIVITY  PER 
EMPLOYEE  PER  DAY 

I  AM  A  CISCO  WIRELESS  NETWORK.  I  HAVE  THE  POWER  TO 
CONNECT  EMPLOYEES  TO  VITAL  DATA  WHEREVER  THEY  ARE. 

AND  DO  IT  SECURELY.  THAT  SAVES  TIME.  THAT  SAVES  MONEY. 
THAT  IS  POWERFUL.  I  AM  MORE  THAN  A  CISCO  1200  SERIES 
DUAL  BAND  WI-FI  ACCESS  POINT. 


THIS  IS  THE  POWER  OF  THE  NETWORK.  IIOW. 


cisco.com/mobilitynow 


Cisco  Systems 


<V 2003  Cisco  Systems,  Inc.  All  rights  reserved.  Cisco  Aironet,  Cisco  Systems  and  the  Cisco  Systems  logo  are  registered  trademarks  or  trademarks  of  Cisco  Systems,  Inc.  and/or  its  affiliates 
the  U.S.  and  certain  other  countries. 
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FOLLOW-UP 

Job  Hunt, 
Continued 

ECONOMIC  INDICATORS  are  one  thing,  but  a 
job  in  your  field  is  something  else.  And  so  on  this 
Labor  Day,  members  of  the  495  Networking 
Support  Group,  a  referral  organization  for 
technology  and  IT  professionals,  carry  on  their 
campaigns  for  new  jobs. 

A  lot  has  happened  since  CIO  magazine  first 
reported  on  the  group,  which  meets  weekly  at  a 
synagogue  in  Westboro,  Mass.,  to  trade  job- 
huntingtips  and  encouragement  (see  Trendlines: 
“IT  Workers  of  the  World  Unite!”  in  May  1, 2003,  at 
www.  cio.  com/printlinks). 

The  nation’s  jobless  rate  ticked  upward  since 
our  article  to  6.4  percent  in  June.  (Massachusetts 
hovered  at  5.6  percent.)  The  495  group,  mean¬ 
while,  now  a  nonprofit  organization,  rents  office 
space  in  a  former  mill  building  in  Maynard,  Mass., 
that  once  was  home  to  Digital  Equipment.  (There, 
members  can  get  training,  access  the  Internet, 
print  resumes  and  offer  their  services  as 
contractors.)  The  group’s  relaunched  website 
(495nsg.org)  sports  an  enhanced  database 
retrieval  system  for  searching  help-wanted  ads 
and  its  1,400  member  profiles. 

Peter  Kite,  a  laid-off  product  marketing 
manager  who  recently  became  the  495  group’s 
volunteer  president,  says  these  moves  better 
position  the  organization  to  achieve  its  goal  of 
helping  laid-off  IT  workers.  “People  have  received 
jobs,"  he  says.  “They’re  not  thick  and  fast,  but 
they're  happening.  We  feel  positive  that  the  work 
we’re  doing  is  bearing  fruit.” 

MORE  ON  THIS  TOPIC  |  CIOs  are  voicing 
concerns  about  the  political  ramifications  of  IT 
jobs  moving  overseas.  See  “Backlash”  on  Page  44. 


ENTERPRISE  SOFTWARE 

Oracle’s  Appetite  Makes 
Some  Users  Feel  Queasy 


Change  Is  Hard 

CIOs,  asked  to  name  their 
single  biggest  fear  concerning 
Oracle’s  proposed  takeover  of 
PeopleSoft,  cited  rising  prices 
more  than  switching  costs  or 
support  services 

46%  Prices  soaring  due  to 
lack  of  competition 
25%  Having  to  switch 
application  systems 
16%  Not  concerned  about  the 
proposed  acquisition 
9%  Oracle  not  supporting 
current  PeopleSoft 
service  agreements 
4%  Other 

Total  number  of  responses:  181 

SOURCE:  CIO  Best  Practice  Exchange 
online  survey  of  CIOs  from  companies 
with  more  than  $250  million  in  revenue, 
July  2003 


IT’S  THE  SOFTWARE  industry  hunt  of  the  season.  Oracle, 
a  big  ERP  fish,  has  been  stalking  smaller  fish  PeopleSoft 
and  J.D.  Edwards  (PeopleSoft’s  friendly  merger  partner). 

Oracle’s  $6.3  billion  hostile  takeover  bid  for  People- 
Soft — under  Department  of  Justice  review  as  of  this  writ¬ 
ing — sounds  like  a  summer  blockbuster.  But  the 
prospects  of  PeopleSoft  getting  swallowed  up  gives  many 
customers  indigestion  and  visions  of  their  companies’ 
hemorrhaging  money.  That’s  because  their  software  will 
eventually  be  consumed  as  part  of  the  consolidation 
meal. 

ERP  is  expensive  enough — between  $40  million  and 
$250  million  for  a  typical  Fortune  500  company,  accord¬ 
ing  to  AMR  Research — without  having  to  change  your 
software  and  start  over  because  your  vendor  got  eaten. 

When  Oracle  CEO  Larry  Ellison  announced  last  June 
that  he  was  launching  a  hostile  bid  for  PeopleSoft  (which 
had  just  announced  that  it  was  acquiring  J.D.  Edwards), 
he  said  customers  of  those  vendors  would  move  over  to 

Continued  on  Page  24 
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Operating  system  that 
can  now  give  you  the  same 
buzz  it  gives  IT. 


There  are  tech  reasons  to  love  Linux.  And  there  are  business  reasons.  With  new  Novell®  Nterprise™  Linux  Services,  you  get  both.  An  application  suite  that  helps  you  boost  productivity. 
And  gives  your  tech  staff  the  deep  support  they've  been  looking  for.  Bottom-line  types  will  appreciate  the  increased  efficiency  that  comes  from  running  an  array  of  applications  -  everything 
from  secure  identity  management  to  remote  access  to  messaging  -  on  an  operating  system  that's  renowned  for  its  low  cost  and  reliability.  And  while  everybody's  in  favor  of  better  financial 
performance,  what's  really  going  to  get  your  tech  crew  jazzed  is  the  unprecedented  multilevel  support.  Right  on  down  to  the  actual  operating  system.  To  find  out  how  new  Novell  Nterprise 
Linux  Services  can  free  your  business  to  be  more  productive,  call  1-800-21 8-1 600  or  visit  www.novell.com/linux  ©  we  speak  your  language. 


©2003  Novell,  Inc.  All  rights  reserved.  Novell  is  a  registered  trademark  of  Novell,  Inc.,  and  Nterprise  is  a  registered  trademark  of  Novell,  Inc.,  in  the  United  States  and  in  other  countries.  Linux  is  a  registered  trademark  of  UnusTorvalds. 
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Oracle’s  Appetite 

Continued,  from  Page  22 


Oracle  software.  Ellison  softened  that  stance  when  Peo- 
pleSoft  and  J.D.  Edwards  customers  started  scream¬ 
ing,  pledging  that  Oracle  would  continue  to  support 
current  versions  of  PeopleSoft  and  J.D.  Edwards. 

But  that’s  cold  comfort  to  customers  of  the  two 
smaller  vendors,  who  know  that  even  if  Ellison  keeps 
his  word,  future  development  on  their  software  will 
cease — it  simply  won’t  make  business  sense  for  Oracle 
to  support  three  different  software  development 
cycles — and  they  will  be  stuck  with  multimillion-dollar 
legacy  systems.  In  a  survey  on  CIO's  Best  Practice 
Exchange,  46  percent  of  181  CIOs  surveyed  said  they 
are  worried  about  soaring  prices  as  a  result  of  market 
consolidation  should  an  Oracle-PeopleSoft  merger  go 
ahead  (see  “Change  Is  Hard,”  Page  22). 

“We  already  went  through  the  process  of  evaluating 
Oracle,  SAP,  J.D.  Edwards  and  PeopleSoft,  and  we 
chose  PeopleSoft,”  says  Wynne  Powell,  president  and 
COO  of  London  Drugs,  a  chain  of  59  pharmacy  stores 
in  Canada.  “If  we  have  to  change,  it  won’t  be  for  busi¬ 
ness  reasons,  it  will  be  because  one  competitor  is  trying 
to  crush  another.” 

Powell  estimates  that  it  would  cost  his  7,500- 
employee  company  $25  million  to  rip  out  its  PeopleSoft 
system  and  replace  it.  And  he  says  he  bought  PeopleSoft 
because  it  has  some  functions  that  the  other  vendors’ 
software  didn’t.  “Unless  Oracle  adds  some  capabilities 
to  its  software,  I’m  not  sure  we  could  move  over  even 
if  we  wanted  to,”  he  says. 

Of  course,  you  can’t  blame  Oracle  for  wanting  to 
gobble  up  its  competitors.  That’s  business.  But  the 
degree  of  angst  among  users  of  the  gobblees’  software 
illustrates  just  how  dependent  ERP  customers  have 
become  on  their  ERP  vendors.  And  it’s  not  just  soft¬ 
ware.  Rip  out  the  software,  and  you  can  cripple  essen¬ 
tial  business  processes.  That’s  because  those  processes 
got  hobbled  temporarily  the  first  time  companies 
installed  their  ERP  systems.  Switching  would  likely 
cause  them  to  relive  that  nightmare. 

Analyst  Barry  Wilderman  of  research  company  Meta 
Group  estimates  that  switching  ERP  systems  from  one 
vendor  to  another  could  take  at  least  a  year.  “Anybody 
who  considers  switching  ‘a  walk  in  the  park’  is  wrong,” 
says  Wilderman.  “It  is  like  a  new  install.”  He  estimates 
that  less  than  2  percent  of  ERP  customers  switch  ven¬ 
dors  willingly.  The  vast  majority  of  switches  occur 
when  a  company  buys  or  merges  with  another  that  has 
a  different  ERP  system. 

If  Oracle  does  swallow  PeopleSoft,  CIOs  may  want 
to  advise  their  CEOs  to  go  on  the  hunt  for  a  company 
with  a  different  ERP  system — at  least  then  the  switch 
might  make  business  sense.  -Christopher  Koch 
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of  CIOs  surveyed 
said  their  data  is 
very  vulnerable  if 
a  disaster  struck 
their  companies. 


si 

data  is  ve 
if  a  disas 
their  comps 


..  ■:  - 
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TECHNOLOGY  OBSERVERS  have  been  touting  the  coming  proliferation  of 
wireless  sensors  that  will  report  all  sorts  of  data  about  the  stuff  to  which 
they  are  attached.  Now  researchers  from  Accenture  say  they  are  watching 
a  Berkeley,  Calif.,  company  called  Dust  Inc.  to  see  how  it  executes  its 
plans  to  sell  small  electronic  sensors  called  motes. 

Motes  are  electronic  devices  comparable  in  size  to  a  nine-volt  battery, 

and  they  are  on  their  way  to  being 
the  heft  of  an  aspirin  tablet  in  a 
couple  of  years,  says  Kris  Pister, 
Dust’s  president  and  CEO.  Motes 
contain  a  tiny  computer,  radio, 
sensors  and  a  power  supply,  and 
they  are  designed  to  transmit  data 
about  location,  temperature,  vibra¬ 
tion,  light,  sound  and  airflow. 

In  this  scheme,  one  mote  can 
contain  several  sensors  to  collect  dif¬ 
ferent  kinds  of  data.  The  motes  then 
form  their  own  mesh  network  using 
wireless  radio  technology;  getting 
the  data  from  the  sensor  networks 
to  a  Dust  database  requires  the  use 
of  network  gateways. 

The  motes  have  the  life  ex¬ 
pectancy  of  a  decade.  “They  are 
asleep  99  percent  of  the  time.  They  do  communicate  every  second,  but  they 
can  send  information  in  five  milliseconds,”  says  Pister.  Starter  kits  of  50  to 
100  motes  cost  between  $2,500  and  $5,000,  Pister  says,  depending  on  the 
number  of  sensors  per  mote. 

Pister  cites  applications  such  as  monitoring  HVAC  systems  in  office  build¬ 
ings,  petroleum  pipelines  and  chemical  supplies.  Chad  Burkey,  a  senior 
researcher  at  Accenture,  figures  the  motes  will  be  useful  on  the  manufacturing 
floor.  And  the  possibilities  proliferate  from  there.  -Julie  Hanson 
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Dust  Inc.’s  motes  transmit  data  (such 
as  asset  location  and  temperature) 
via  radio  frequency.  Above,  10  motes, 
each  the  size  of  a  9  volt  battery, 
encircle  a  network  gateway  device. 
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End-to-end  business  intelligence 
One  BI  vendor.  IT  nirvana. 


Business  Intelligence  from  Business  Objects 


There  are  basically  two  ways  for  IT  to  implement 
your  enterprise  business  intelligence  solution. 
You  could  try  to  cobble  together  pieces  from 
multiple  vendors.  Or  you  can  choose 
BusinessObjects™  Enterprise  6  from 
Business  Objects.  And  experience 
end-to-end  business  intelligence 
for  your  entire  enterprise. 
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Data  Sources 


advanced  and  complete  suite  of  analytic 
applications.  The  best  packaged  application 
connectivity.  And,  of  course,  end-to-end  product 
integration.  Today,  more  than  17,500 
companies  rely  on  award-winning 
Business  Objects  business  intelligence 
solutions  to  track,  understand,  and 
manage  enterprise  performance. 


With  Enterprise  6,  you'll  be  able  to  provide  a 
complete  suite  of  integrated  business  intelligence 
software  that  meets  the  needs  of  all  your  users. 
It  includes  the  industry's  best  web  query, 
reporting,  and  analysis  capabilities.  The  most 


Perhaps  you  should,  too.  To  get  started,  view  our 
BusinessObjects  Enterprise  6  interactive  product 
demonstration  or  download  our  free  technical 
white  paper  at  www.businessobjects.com/e2e. 
And  indulge  yourself  in  IT  nirvana. 


BusinessObjects’ 
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IBM,  the  e-business  logo  and  e-business  on  demand  are  trademarks  or  registered  trademarks  of  International  Business  Machines  Corp,  in  the  United  States 
and/or  other  countries.  Linux  is  a  registered  trademark  of  Linus  Torvalds  in  the  United  States  and/or  other  countries.  © 2003  IBM  Corporation.  All  rights  reserved. 
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DATA  PRIVACY  LAWS 

India  to  Adopt 
Data  Privacy  Rules 

TWO  POWERFUL  PLAYERS  in  India’s  outsourcing  industry  are  drafting 
a  data  protection  law  designed  to  quell  growing  privacy  concerns  from 
their  offshore  clients. 

India’s  Ministry  of  Information  Technology  and  the  National  Asso¬ 
ciation  of  Software  and  Service  Companies  (Nasscom)  in  New  Delhi 
expect  the  legislation  to  be  in  place  early  next  year.  It  would  provide 
legal  safeguards  to  ensure  data  privacy  protection  in  India,  according  to 
Nasscom  President  Kiran  Karnik. 

Such  safeguards  are  required  for  all  data  leaving  the  European  Union, 
which  is  a  result  of  the  EU  Data  Protection  Directive  and  is  what 
prompted  India  to  act.  But  the  regulations  could  prove  beneficial  for 

American  companies  as  well. 

No  U.S.  law  currently  prohibits 
information — such  as  Social  Security 
and  driver’s  license  numbers,  employ¬ 
ment  histories,  and  medical  records — 
from  being  shipped  to  or  accessed 
from  other  countries,  says  William 
Bierce,  attorney  and  president  of  New 
York  City-based  law  practice  Bierce 
and  Kenerson.  However,  the  number 
of  U.S.  companies  required  to  comply 
with  industry-specific  and  state  laws 
is  growing.  Laws  such  as  the  Health 
Insurance  Portability  and  Account¬ 
ability  Act  (HIPAA),  Gramm-Leach- 
Bliley  Act,  and  California’s  pending 
SB  1386  identity-protection  law  reg¬ 
ulate  what  data  companies  can  share. 
With  offshore  outsourcing  deals,  data 
protection  provisions  are  usually  writ¬ 
ten  into  service  contracts. 

Some  CIOs  worry  whether  a  data  protection  law  would  have  any  teeth 
in  India’s  courts.  But  competition  for  offshore  business  should  keep  the 
courts  on  the  straight  and  narrow.  “Nasscom  and  India  understand  how 
vital  a  clear  policy  on  data  protection  and  privacy  are  to  the  trust  and 
confidence  of  foreign  clients,”  says  Bierce,  adding  that  the  rules  will  most 
likely  be  enforced  by  a  special  appellate  court  established  under  India’s 
Information  Technology  Act  of  2000. 

Nonetheless,  CIOs  must  remain  diligent  about  Indian  vendors  to 
ensure  the  privacy  and  security  needs  of  their  companies. 

“India’s  privacy  legislation  is  positive,  but  much  more  important  is  for 
CIOs  to  ensure  that  their  outsourcing  agreements  contain  detailed  and  pre¬ 
cise  contractual  specifications  regarding  data  privacy  and  protections,” 
says  Hank  Zupnick,  senior  vice  president  and  CIO  of  GE  Real  Estate, 
who  works  with  several  Indian  IT  services  companies.  Specific  remedies 
for  noncompliance  should  be  spelled  out  in  the  contract,  adds  Zupnick, 
and  the  contract  should  have  legal  jurisdiction  in  the  state  or  province 
where  the  CIO’s  company  is  headquartered.  -Stephanie  Overby 


European  Union 
data  protection 
rules  prompted 
India  to  enact 
its  own  law 
mandating 
safeguards 
for  data  sent  to 
India  for  offshore 
outsourcing 
contracts. 


OFFSHORE  OUTSOURCING 

Going  There, 
Doing  That 

ASKED  ABOUT  THEIR  companies’  offshore  outsourcing 
experiences  and  expectations,  101  CIOs,  IT  executives 
and  managers  in  a  CIO  survey  confirmed  what  you  might 
expect.  India  was  the  major  destination  (89  percent  have 
work  done  there).  Labor  costs  were  the  biggest  area  for 
savings  (according  to  86  percent  of  respondents).  And 
application  development  was  the  main  activity  (86 
percent  contracted  for  this  work  offshore).  The  survey 
also  found  that  companies  expect  a  fast  return  and  other 
benefits  from  going  offshore. 


luctivity  Gain 


dlHi 


Once  they  figure  out  cost  savings,  executives  most  often 


cited  IT  productivity  and  competitive  advantage  as  the 
benefits  of  offshore  outsourcing 


44%  IT  department  productivity 
30%  Competitive  advantage 
21%  Employee  productivity 
20%  Internal  customer  satisfaction 
17%  System  uptime 
13%  Increase  in  revenue 
13%  Soft  benefits  (employee  job  satisfaction, 
turnover  rates,  morale) 

11%  Customer  satisfaction  (external) 

8%  Percent  of  business/service  conducted  via 
the  Web 
9%  Other 


No  Area  Untouchable _ 

Asked  which  processes  and  applications  they  probably 
wouldn’t  outsource  to  an  offshore  contractor,  survey 
respondents  say  systems  planning  and  R&D  are  important 
to  keep  in-house.  But  no  process  was  deemed  untouchable 
by  more  than  50  percent  of  the  respondents. 

45%  Systems  and  architecture  planning 

43%  Research  and  development 

38%  Business  process  (such  as  HR,  finance) 

35%  Data  center 
32%  IT  infrastructure 
22%  Call  center 
17%  Helpdesk 

15%  Systems  administration/support 
6%  Application  development/maintenance 


SOURCE:  CIO's  offshore  outsourcing  survey  tabulated  results  from  101  CIOs. 
IT  executives  and  managers  during  May  2003. 
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Plan  A 


Invent  an  entirely  new  system 
for  integrating  data,  enterprise 
and  partners.  Waste  months. 

Bleed  cash.  Hunt  down  the  guilty. 
Punish  the  innocent. 


Plan  B: 

Don't. 


Welcome  to  a  new  way  of  thinking.  Sterling  Commerce  delivers 
flexible,  modular  integration  solutions  designed  to  maximize  return 
on  the  technology  investments  you've  already  made.  We  help  you 
leverage  your  existing  infrastructure  to  create  solutions  that  provide 
measurable  results  fast.  Find  out  how  you  can  address  the  challenges 
you're  facing  today  while  building  the  fully  integrated  environment 
of  tomorrow,  sterlingcommerce.com 


sterling  commerce 


GENTRAN  INTEGRATION  SUITE™ 


STERLING  INFORMATION  BROKER™ 


CONNECT* 


OUTSOURCING 


©  2003  Sterling  Commerce,  Inc.  ALL  RIGHTS  RESERVED.  Sterling  Commerce  and  the  Sterling  Commerce  logo  are  trademarks  of  Sterling  Commerce,  Inc.  Sterling  Commerce  is  an  SBC  Communications  Inc,  company. 
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On  the  Move 


By  Meridith  Levinson 


Hopping  On  Boards 


You  Say  Good-Bye, 
I  Say  Hello 


IT’S  OFFICIAL:  Ralph  Szygenda  has  arrived. 
Last  June,  the  Handleman  Co.  appointed 
the  General  Motors  CIO  to  its  board  of 
directors.  Szygenda  joins  CIO  luminaries 
like  Ruth  Bruch  (see 
profile  on  this  page), 
Harriet  Edelman  and 
Randy  Mott,  all  of 
whom  have  been 
tapped  for  board  posi¬ 
tions  because  of  their 
IT  experience. 

Szygenda  was  nom¬ 
inated  for  his  “extensive  understanding, 
experience  and  leadership  of  business 
processes  and  information  systems,”  says 
Stephen  Strome,  chairman  and  CEO  of  the 
music  and  video  distributor,  in  a  release 
announcing  Szygenda’s  appointment. 

Not  to  be  overlooked  in  this  hubbub  of 
high-profile  names  and  companies  is  Marty 
Chuck,  vice  president  and  CIO  of  HP  spin¬ 
off  Agilent  Technologies.  ServGate  Tech¬ 
nologies  recently  elected  Chuck  to  serve  on 
its  board.  The  security  gateway  provider 
must  have  been  impressed  by  his  transfor¬ 
mation  of  Agilent’s  IT  department,  which 
reduced  operational  costs  by  23  percent  in 
1 8  months  and  freed  up  resources  for  new 
systems  investments. 


Austin  Adds  Duties 

When  we  last  met  Karen  Austin  (see  “On 
the  Move,”  July  1,  2002),  she  had  just 
won  the  CIO’s  job  at  troubled  retailer 
Kmart.  Now  she’s 
added  advertising  and 
marketing  to  her  list 
of  responsibilities  as 
senior  vice  president 
and  CIO  of  Kmart. 
Austin  takes  those 
duties  from  Barbara 
Firment,  who  left  her 


position  as  senior  vice  president  of  adver¬ 
tising,  sales  and  in-store  presentation  for 
the  beleaguered  retailer  last  June.  Austin 
joined  Kmart  in  1984. 

In  other  retail  news,  casual  clothes  seller 
Aeropostale  hired  its  first  CIO.  Ann  Joyce 
was  CIO  of  Leslie  Fay  before  joining  Aero¬ 
postale  and  from  1996  to  2002  worked 
for  Polo  Ralph  Lauren.  At  Polo,  she  intro¬ 
duced  a  methodology  for  tracking  and 
monitoring  the  return  on  technology 
investments. 


Ed  Glotzbach  bade  farewell  to  his  colleagues 
at  SBC  after  33  years  with  the  company. 
Glotzbach,  who  started  as  a  traffic  super¬ 
visor  and  was  most  recently  executive  vice 
president  and  CIO  of  SBC  Operations, 
retired  last  June.  John  Stankey,  president 
and  CEO  of  SBC  Southwest,  took  over  the 
CIO  post. 

On  the  other  side  of  the  Mississippi,  tele¬ 
com  carrier  US  EEC  appointed  Tom  Fabbri- 
catore  as  senior  vice  president  and  CIO. 
Fabbricatore  joined  the  company  after  a 
20-year  tenure  with  CTC  Communications. 


Ruth  Bruch 


RUTH  BRUCH  has  always  been  interested  in  a  board- 
room  position,  and  recent  corporate  scandals  haven’t 
dampened  her  enthusiasm.  So  when  she  was 
approached  about  serving  on  the  board  of  directors  for 
Mellon  Financial,  she  jumped  at  the  opportunity.  The 
49-year-old  executive  joined  Mellon’s  board  in  May. 

Mellon  was  struck  by  Bruch's  high-powered  curricu¬ 
lum  vitae  (former  vice  president  and  CIO  of  auto  supplier 
Visteon,  former  president  and  COO  of  Zonetrader.com, 
former  vice  president  and  CIO  of  Union  Carbide,  and  17 
years  in  financial  services)— not  to  mention  the  yeo¬ 
man’s  work  she  has  done  restructuring  Lucent  Technologies’  IT  department  and 
helping  dig  the  company  out  of  bankruptcy.  Since  joining  Lucent  in  April  2002, 
she’s  managed  to  lower  IT  costs  by  more  than  35  percent  by  reducing  staff,  negoti¬ 
ating  better  maintenance  and  licensing  fees,  and  eliminating  redundant  processes. 

One  process  she  overhauled  was  the  manner  in  which  Lucent  prioritized  IT 
projects.  Before  her  restructuring,  Lucent’s  organizational  units  went  to  IT  with 
requests  for  projects,  and  IT  would  do  them  based  on  its  ability  to  fund  the  project. 
Today,  a  council  of  "work  process  owners”  reviews  IT  project  requests  and  priori¬ 
tizes  them  based  on  business  need  and  impact. 

Bruch  also  instituted  a  project  management  methodology  that  includes  weekly 
meetings  where  members  of  the  project  teams  review  project  milestones,  require¬ 
ments,  expectations  and  project  management  lessons  they  can  apply  to  future 
implementations.  “The  nice  part  about  being  CIO  is  that  I  get  a  lot  of  constructive 
help  from  the  employees  and  my  peers  about  what  would  be  helpful,”  she  says. 
“People  have  not  been  reticent  about  coming  to  me  and  saying  what  they  believe 
would  be  helpful.” 
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Want  to  cut  your  IT  costs  without  sacrificing 
performance?  PRIMEPOWER  Servers  from  Fujitsu. 

|rB  |  The  secret  is  out.  PRIMEPOWER™ Solaris™- compatible 
IS  ■  I  servers  from  Fujitsu®  deliver  a  major  breakthrough  in 
II  Bf  Price/Perf°rmance  compared  to  our  more  famous 
{M  competition.  Want  proof?  PRIMEPOWER  servers  offer 
such  an  advantage  that  the  world’s  leading  com¬ 
panies  use  them  to  boost  their  performance.  And  there’s  a 
PRIMEPOWER  server  that’s  right  for  any  application  you  need  — 
from  single  CPU,  rack-mounted  servers  to  enterprise-ready 
systems  that  scale  to  128  CPUs  for  unsurpassed  performance 
in  the  data  center. 

Of  course,  it’s  not  just  the  hardware  you’re  buying.  It’s  also 
Fujitsu’s  30+  years  of  experience  supporting  high-perform¬ 
ance,  mission-critical  systems.  We’ve  already  helped  many 
companies  consolidate  their  IT  infrastructures  and  lower  their 
Total  Cost  of  Ownership.  Our  free  white  paper,  The  Why  and 
How  of  Server  Consolidation,  explains  how.  Get  your  copy  at 
www.ftsi.fujitsu.com/ad.  Or  call  (877)  905-3644. 


FUJITSU 

THE  POSSIBILITIES  ARE  INFINITE 


©2002  Fujitsu  Corporation  Limited.  Fujitsu  and  the  Fujitsu  logo  are  registered  trademarks  of  Fujitsu  Limited.  PRIMEPOWER  is  a  trademark  or  registered  trademark  of  Fujitsu  Limited  in  the  United 
States  and  other  countries.  Solaris  is  a  trademark  or  a  registered  trademark  of  Sun  Microsystems,  Inc.  in  the  United  States  and  other  countries. 
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NONPROFIT  I  .  T  . 

Doctors’  Group 
Profits  from  ERP 


Dr.  Anne  Marie  Guilleux, 
center,  from  Medecins 
du  Monde,  holds  Shrim 
Pacanzi  in  Kryemadh, 
Albania.  Shrim's  mother 
Naile  looks  on. 


VOLUNTEERS  FROM  MEDECINS  DU 
MONDE  (Doctors  of  the  World)  rely  on 
their  commitment,  brains  and  a  limited 
pool  of  resources  to  treat  the  victims  of 
war,  famine  and  drought  in  59  countries 
around  the  globe. 

Back  in  Paris,  CIO  Catherine  Duffau  is 
expanding  the  aid  group’s  reach.  Duffau  is 
finishing  an  ERP  system  installation  to 
track  Medecins  du  Monde’s  finances  and 
give  everyone  a  view  of  the  group’s 
supplies.  When  Duffau  came  to  the  aid 
group  in  1999,  its  three  IS  employees 
oversaw  disparate  systems  for  purchas¬ 
ing,  finance  and  accounting.  “There  was 
an  urgent  need  to  provide  information  and 
get  people  connected,"  says  Duffau,  38. 
With  an  ERP  system,  Duffau  reasoned, 
Medecins  du  Monde  could  collect  precise 
data  on  doctors'  needs  and  expenses. 

Duffau  chose  the  French  ERP  software 
maker  Qualiac,  familiar  to  European  CIOs 
and  best  known  for  its  ease  of  use— which 
was  good  for  her  volunteers.  ERP  giants 
such  as  SAP  and  Oracle  would  be  far  too 
expensive,  she  says,  and  were  unwilling 
to  negotiate  on  price  for  services. 

Lack  of  integration  is  common  at 
nongovernmental  organizations,  says 
David  Sovie,  a  vice  president  at  Mercer 
Management  Consulting  in  Paris. 


Smaller  ERP  systems  can  track  dona¬ 
tions  and  money  available  for  missions. 

So  far,  Duffau  has  accounting,  purchas¬ 
ing,  stock  and  investment  records  up  and 
running  on  Qualiac,  and  offices  throughout 
France  have  also  logged  on  to  the  system. 

While  most  far-flung  volunteers  aren’t 
using  it  yet,  one  promising  field  test  was 
in  Ivory  Coast  where  a  rebellion  in  2002 
left  thousands  dead  and  more  than  a 
million  homeless.  When  Medecins  du 
Monde’s  volunteers  there  connected  to 
the  ERP  system,  they  could  quickly  see 
how  much  had  been  spent  on  medication 
and  other  supplies,  and  could  therefore 
plan  to  expand  treatment  when  needed. 
More  remote  office  tests  are  scheduled. 

In  areas  such  as  war-ravaged  Iraq, 
volunteers  rely  on  satellite  phones  when 
basic  phone  and  Internet  links  are 
lacking.  Still,  volunteers  coming  out  of 
such  areas  can  enter  data  into  the  ERP 
system.  Duffau  doesn't  have  a  firm  ROI 
number  for  the  system,  but  she  says  it 
has  improved  efficiency.  Accountants 
are  now  paying  bills  from  two  months 
ago  instead  of  four  months.  Duffau’s 
goal:  information  in  real-time.  “Then  we 
would  know  immediately  when  we  had 
enough  money  to  expand  our  missions." 

-Susannah  Patton 


This  Date  in 

IT  History 

Grace  Hopper’s  Bug  Discovery 

1945  On  Sept.  9,  the  Mark  1 1  computer  system  at  the 
Computation  Laboratory  at  Plarvard  University  was  on 
the  fritz.  The  colossal  calculator, 
which  famously  took  up 
hundreds  of  cubic  feet  in  the  lab, 
was  plagued  by  a  mysterious 
glitch.  When  the  team  mem¬ 
bers,  led  by  Grace  Murray 
Hopper,  a  budding  computer 
scientist  from  the  U.S.  Naval 
Reserve,  open  the  computer  for 
a  closer  look,  they  discover  the  first  true  computer  bug. 

Lodged  between  points  in  relay  #70  in  panel  F  was  a 
2-inch  moth  that  had  flown  into  the  machine  and 
caused  the  ruckus.  While  the  term  computer  bug  was 
part  of  computer  users’  vocabulary  before  1945, 

Hopper  and  her  team  are  credited  with  the  discovery  of 
the  world’s  first  computer  bug  and  coin  the  phrase 
"debugging  a  computer  program."  This  legend  even 
helped  one  young  man  become  a  millionaire.  In  March 
2000, 25-year-old  Joe  Trela  correctly  answers  “moth” 
to  the  final  question  (was  it  a  moth,  roach,  fly  or 
Japanese  beetle  that  shorted  out  an  early  supercom¬ 
puter?)  on  ABC’s  Who  Wants  to  Be  a  Millionaire  to 
claim  the  $1  million  grand  prize.  -Daniel  J.  Morgan 


Other  Notable  Events 


The  PowerPC  chip  arrives 


at  Apple  headquarters  in 
1992  and  becomes  the 
engine  for  the  PowerMac, 
which  releases  in  1994. 


The  first  plan  for  packet 
switching  technology  is 

proposed  to  ARPA  in 
1968  by  a  team  of 
computer  scientists  at 
BBN.  It  later  becomes 
ARPAnet  and  eventually 
the  Internet. 
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“Electric  Barbarella"  by 
Duran  Duran  becomes  the 
first  single  to  be  released 
online  before  hitting  the 
stores  in  1997.  Music 
lovers  flock  neither  the 
Internet  nor  the  stores. 
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Kenneth  Starr’s  report 

on  his  investigation  into 
the  President  Clinton  and 
Monica  Lewinsky  affair  is 
released  online  in  1998. 
Between  3,000  and 
5,000  people  attempt  to 
download  the  report  each 
minute. 
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Marc  Andreessen 
introduces  Netscape 
Navigator  in  1994. 


30 


Microsoft  Excel  is 

released  in  1985. 


SOURCES:  CNN.com. 
SeyboldReports.com, 
PBS.org.  U.S.  Navy 
website.  ABC  News. 
JamesSHuggins.com, 
North  County  Times 
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OS  BY  AP/WIDE  WORLD  PHOTOS 


It  ain’t  braggin’ 
if  you  can  do  it 


Finally,  a  company  that  talks  big  and 
works  bigger.  A  company  that  talks  ROI 
and  actually  delivers.  A  company  that 
provides  real  business  value  you  can 
measure.  A  network  solutions  and 
services  provider  called  NextiraOne. 


At  NextiraOne,  we  bring  clarity  to  your 
complex  communications  networks. 
Planning,  designing,  implementing, 
supporting  and  managing.  For  voice, 
data  and  converged  infrastructures. 

In  the  United  States  or  around  the 
world.  You  name  it,  we  do  it  -  with 
world-class  results. 


www.NextiraOne.com  (888)  398-0547 
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I  want 

a  VPN 

that  expands 
our  reach 
and  reduces 
our  budget. 


I  want 


with  the 
flexibility  to 
incorporate 
new  technology. 


We  want  network  intelligence. 

Together,  from  one  company. 


-iV 


MCI 


An  MCI  VPN  has  intelligence  built  right  in.  It  gives  you  the  power 
to  blend  private  and  public  networks  securely  and  seamlessly,  so 
you  can  add  capabilities  like  remote  access  without  investing  in 
an  entirely  new  infrastructure.  Whether  you  manage  your  VPN 
or  MCI  does,  you  can  always  access  our  extraordinary  range  of 
cost-effective  services  and  technology.  Together,  we  can  expand 
your  network  capabilities  the  only  way  we  know  how:  intelligently. 
To  get  your  MCI  VPN  solution  now,  call  1  888  886  3844  or 
go  to  www.mci.com/go/online/vpn 


Tom  Davenport  I  The  New  Work  Order 

Retooling  the  Knowledge  Worker 


Axe  Better 


And  other  findings  from  the  universe  of 

productivity  metrics 

IT’S  PRETTY  COMMON  TO  BEAT  UP  on  IT  organizations  for  one 
reason  or  another.  Yet  when  it  comes  to  knowledge  worker 
productivity  and  effectiveness,  some  IT  people — particularly 
programmers — are  the  poster  children  of  knowledge  worker- 
dom.  In  fact,  some  of  the  practices  employed  in  IT  are  consid¬ 
ered  state  of  the  art  in  enhancing  knowledge  work. 

IT  organizations  are  among  the  only  knowledge  work  insti¬ 
tutions  on  earth  to  measure  productivity  and  processes,  reuse 
assets,  work  collaboratively  across  organizations,  and  experi¬ 
ment  widely  with  new  approaches.  IT’s  use  of  these  approaches 
doesn’t  necessarily  mean  that  productivity  is  higher  than  that  of 
all  other  knowledge-intensive  professions — and,  of  course,  it’s 
hard  to  compare  across  different  types  of  work — but  I  think  it’s 
fair  to  say  that  IT  is  doing  better  than  most. 

Take  measurement,  for  example.  As  the  cliche  goes,  if  you 
can’t  measure  IT  productivity,  you  can’t  manage  it.  There  are 
two  domains  in  which  IT  measurement  is  relatively  advanced: 
programming,  and  IT  processes  and  capabilities.  In  program¬ 
ming,  some  organizations  have  measured  for  decades  the  pro¬ 
duction  of  either  lines  of  code  or  function  points,  and  various 


researchers  have  analyzed  the  considerable  variance  in  pro¬ 
ductivity.  These  measures  aren’t  perfect,  but  they  have  allowed 
us  to  begin  to  understand  differences  across  individuals.  How 
many  times  have  you  heard  that  the  best  programmer  is  10 
times  as  productive  as  the  worst?  We  may  not  know  exactly 
how  to  bring  everybody  up  to  that  high  level,  but  we  at  least 
know  the  degree  of  variation — something  that  lawyers,  doc¬ 
tors  and  (executive)  chiefs  can’t  measure  nearly  as  well.  By  the 
way,  one  of  my  other  favorite  research  findings  is  that  pro¬ 
grammers  with  bigger  offices  are  more  productive.  Feel  free  to 
try  that  one  out  on  your  boss. 

The  other  primary  domain  of  measurement  is  the  assess¬ 
ment  of  IT  processes,  particularly  software  engineering  (but 
also  software  acquisition,  people  management  and  the  devel¬ 
opment  of  software-intensive  products).  Thanks  to  the  Soft¬ 
ware  Engineering  Institute  and  researcher  Watts  Humphrey,  we 
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have  an  international  standard  for  the  quality  of  software  engi¬ 
neering:  the  Capability  Maturity  Models.  You’ve  probably 
heard  of  these  five-level  models,  against  which  thousands  of 
organizations  have  been  assessed  (if  you  haven’t,  check  out 
the  CMM  link  at  wwiv.cio.com/prmtlinks).  CMMs  have  been 
enormously  influential  in  the  offshore  movement  of  software 
development  to  places  such  as  India  and  China.  The  fact  that 
there  are  many  organizations  certified  at  the  top  Level  5  CMM 
in  India — more  than  twice  as  many  as  in  the  United  States, 
unfortunately — has  led  many  companies  to  send  work  off¬ 
shore  with  confidence  (see  our  outsourcing  special  report  start¬ 
ing  on  Page  44).  There  is  no  similar  global  standard  for  other 


forms  of  knowledge  work  capability,  unless  you  count  the  ISO 
9000  family  of  standards  for  manufacturing  quality.  Of  course, 
the  availability  of  a  global  standard  cuts  both  ways:  It  means 
that  knowledge  work  will  flow  to  where  it  is  best  and  most 
cheaply  done,  and  that  may  well  be  outside  your  company  or 
country.  But  it’s  a  great  yardstick  if  you  want  to  get  better. 

Then  there’s  asset  reuse.  IT  organizations  are  among  the  best 
of  a  bad  lot  in  this  regard.  Knowledge  workers  generally  create 
knowledge  from  scratch,  rather  than  modifying  or  reusing  pre¬ 
vious  efforts.  In  IT,  we’ve  replicated  this  bad  practice  in  the 
reuse — or  lack  thereof — of  custom  code.  Remember  when 
everyone  was  going  to  reuse  objects  from  an  object  library? 
But  it’s  never  really  taken  off  in  a  big  way. 

Why  do  IT  people  get  so  much  credit  for  asset  reuse?  The 
answer  is:  packages,  my  friend,  packages.  Our  profession  has 
made  great  use  of  software  packages,  and  it  has  bumped  up  our 
productivity  enormously.  Imagine  if  people  had  to  write  their 
own  accounts  payable  systems,  database  management  systems 
or  word  processor  systems?  That’s  the  way  it  used  to  be  in  IT, 
and  it’s  still  the  way  it  is  for  most  other  types  of  knowledge 
work.  Lawyers  have  only  recently  begun  to  sell  legal  advice  in 
reusable  packages.  Doctors  and  engineers  still  don’t. 

IT  people  sometimes  become  more  productive  by  leveraging 
the  efforts  of  others,  both  inside  and  outside  their  organiza¬ 
tions.  Most  good  software  architects  attempt  to  break  up  work 
so  that  multiple  people  can  work  on  different  parts  without 
getting  in  each  others’  way,  like  a  big  architectural  and  con¬ 
struction  project.  But  IT  people  are  most  impressive  in  their 
collaboration  when  they  work  across  organizational  bound¬ 
aries.  Take  Linux,  for  example,  which  was  developed  by  thou¬ 


sands  of  people  across  hundreds  of  organizations.  And  they 
don’t  even  charge  for  their  time,  which  makes  for  a  very  high 
level  of  economic  productivity! 

The  final  productive  touch  for  the  IT  profession  is  the 
panoply  of  attempts  to  improve  basic  processes.  This  is  some¬ 
times  described  as  making  software  development  “a  profes¬ 
sional  engineering  discipline,”  though  I’m  not  sure  how  much 
we  actually  have  to  learn  from  other  types  of  engineers.  But 
not  all  improvement  approaches  are  heavy  on  discipline  and 
process.  I  gravitate  toward  “extreme  programming,”  which 
relies  more  on  small-team  dynamics  and  a  culture  of  urgency 
than  on  a  deep  process  orientation.  Prototyping  has  been 

another  improvement  approach  that 
doesn’t  require  an  anal-compulsive 
nature  to  implement. 

I  have  to  say,  though,  that  IT  folks  are 
not  as  productive  as  they  could  be.  Some 
of  the  productivity  approaches  could 
have  been  adopted  much  more  broadly. 
Many  IT  processes  can  be  measured,  but 
aren’t.  Custom  software  reuse,  as  I’ve  mentioned,  has  largely 
flopped.  Some  organizations  still  build  their  own  systems  when 
they  could  be  using  packages.  And  while  the  improvement 
approaches  such  as  engineering  and  extreme  programming 
receive  a  lot  of  publicity,  many  IT  shops  studiously  ignore  them. 

Ironically,  the  productivity  aid  we  have  taken  least  advan¬ 
tage  of  is  information  technology.  Sure,  we  use  technology 
to  develop  and  configure  software,  but  we  don’t  have  soft¬ 
ware  and  hardware  tools  that  are  specifically  designed  to 
make  IT  more  productive  and  efficient.  Programmers’ 
workbenches  and  computer-aided  software  engineering  have 
largely  gone  the  way  of  the  dinosaur  (for  reasons  that  are 
complex,  only  partially  known  to  me,  and  not  what  I  want 
to  write  about  in  this  column).  And  even  though  much  soft¬ 
ware  development  takes  place  in  teams,  I  don’t  know  of 
many  exceptional  efforts  at  using  collaborative  software 
tools  to  help  develop  software. 

In  the  past,  adopting  knowledge  work  improvement 
processes  in  IT  was  a  good  thing  to  do,  but  it’s  unlikely  that 
anyone  ever  got  fired  for  not  doing  it.  Now,  however,  many  IT 
people  are  battling  with  offshore  providers  to  keep  their  jobs. 
Whether  IT  workers  use  all  the  productivity  tools  and 
approaches  at  hand  will  determine  whether  the  work  is  done  in 
Bangor  or  Bangalore.  Fortunately,  we  have  a  head  start  com¬ 
pared  with  other  knowledge  workers,  but  we’ve 
got  to  keep  running  hard.  HTH 


Tom  Davenport  is  a  professor  of  IT  and  management 
at  Babson  College  and  an  Accenture  fellow.  You  can 
reach  him  via  e-mail  at  tdavenport@babson.edu. 


It’s  hard  to  compare  knowledge  work  across 
different  types  of  professions— but  I  think  it’s  fair 
to  say  that  IT  is  doing  better  than  most. 


Jni 
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Dont  Ignore 
the  Intangibles 

Even  benefits  that  are  hard  to  quantify  can  be  an 
important  part  of  a  successful  business  case 


WHEN  IT  COMES  TO  ADDING  muscle  to  business  cases,  there  is  an 
unjustified  fear  of  measuring  what  are  considered  intangible 
benefits.  But  a  more  astute  handling  of  intangibles — those  goals 
that  can’t  be  easily  measured  in  dollar  terms — can  provide  a  big 
boost.  Too  often,  eligible  but  soft  potential  benefits  are  not 
assessed  as  valid  results.  To  help  your  business  cases  be  as 
strong  as  possible,  here  is  a  closer  look  at  how  to  maximize  the 
inherent  power  of  intangibles. 

One  reason  that  intangibles  deserve  more  respect  is  that  they 
are  now  a  significant  part  of  a  business’s  worth.  More  than 
25  percent  of  the  value  of  enterprises  is  now  based  on  intangible 
assets,  such  as  brand  image  and  market  share,  according  to  econ¬ 
omists.  But  decision-makers  have  not  yet  accepted  this  financial 
reality.  Burned  by  failed  project  implementations,  and  noting 
that  such  projects  had  a  heavy  dependence  on  intangible  benefits, 
they  jump  to  the  erroneous  conclusion  that  all  intangibles  are 
bad.  Unfortunately,  when  business  cases  are  devoid  of  intangible 
analysis,  projects  vital  to  the  enterprise  go  unfunded  because 
intangibles  can’t  add  to  the  hard  number  ROI.  Strategically  mar¬ 
ginal  projects  showing  a  high  ROI  (often  because  the  investment 


is  small)  get  the  money.  Such  misguided  project  investments  can 
undermine  critical  strategic  goals,  such  as  improvement  of  mar¬ 
ket  share  and  sharpening  of  competitive  advantage. 

The  first  step  in  fighting  that  and  getting  the  proper  respect 
for  intangibles  is  to  clarify  terms:  When  used  in  business  cases, 
intangibles  are  IT  investment  payoff  areas  not  expressed  in 
monetary  ways.  “Less  frequent  use  of  temporary  workers 
makes  hourly  employees  feel  better”  is  intangible  if  no  believ¬ 
able  dollar  impact  is  shown.  Conversely,  “Less  frequent  use  of 
temporary  workers  will  save  $100,000  annually  in  labor  costs” 
is  tangible  when  expressed  in  believable  dollar  terms. 

Here  are  three  dangerous  myths  that  undermine  our  quest 
for  delivering  value. 

Myth  No.  1:  Intangibles  Always  Remain  So 

A  major  reason  why  intangibles  are  held  in  disrepute  is  that 
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they  shouldn’t  be  intangibles  in  the  first  place.  In  my  experience, 
as  much  as  75  percent  of  the  intangibles  cited  in  business  cases 
could  have  been  converted  into  tangibles.  Here  are  three  exam¬ 
ples  of  ways  to  flip  these  “false  intangibles”  into  brawny  goals: 
1.  Follow  the  data;  2.  Ask  those  who  know;  and  3.  Find  the 
cause  of  silence. 

“Follow  the  data”  means  uncovering  hidden  tangibles’  pay¬ 
offs  by  looking  at  better  decisions  available  to  users  of  new, 
improved  information.  For  example,  a  CFO  I  know  found  more 
than  $1  million  in  savings  from  an  improved  financial  system 
only  when  someone  pointed  out  that  many  store  managers  were 


When  business  cases  are  devoid  of  intangible  analysis, 
projects  vital  to  the  enterprise  go  unfunded. 


compensating  for  out-of-date  sales  figures  by  over-scheduling 
expensive  discretionary  labor  on  the  store  floors. 

Another  way  to  convert  false  intangibles  to  concrete  meas¬ 
urements  is  to  “ask  those  who  know.”  By  this  I  mean  to  uncover 
often  obscure  systems  benefits  known  only  to  those  who  live  the 
process  every  day.  I  met  a  manager  who  was  determined  to  jus¬ 
tify  an  improved,  although  expensive,  process  for  better  logging 
operations  in  the  South.  Many  people  considered  such  an  invest¬ 
ment  too  soft  to  quantify.  Believing  otherwise,  he  traveled  more 
than  1,000  miles  to  interview  logging  crane  operators  on  the  job. 
The  impressed  logging  operators  bared  their  souls  to  reveal 
major,  undiscovered  costs  the  new  system  would  alleviate — such 
as  poorly  scheduled  hauling  vehicles,  which  reduced  the  crane 
person’s  productivity  through  no  fault  of  his  own. 

A  search  for  the  “cause  of  silence”  also  provides  intangible  to 
tangible  conversion  possibilities.  I  once  advised  a  West  Coast 
services  organization  on  value  discovery.  A  manager  noticed 
that  the  rental  cost  for  construction  equipment  was  skyrocket¬ 
ing  while  at  the  same  time  few  requests  were  being  made  for 
identical  machines  sitting  idle  in  enterprise  warehouses.  A  short 
investigation  later  revealed  that  the  construction  crews  were 
unaware  of  the  warehoused  equipment.  A  more  accurate  and 
timely  capital  assets  system  was  quickly  justified  and  put  into 
place.  In  that  example,  the  original  intangible  benefit  was  “a 
new  asset  management  system  will  help  us  track  our  assets  bet¬ 
ter.”  Flipping  this  intangible  over  to  concrete  measurement  sta¬ 
tus  occurred  by  eliminating  unnecessary  rental  costs. 

Myth  No.  2:  Intangibles  Have  No  Worth 

Many  things  in  our  economic  life  are  both  highly  valuable  and 
quite  intangible — the  value  of  the  Coca-Cola  logo  and  Wal- 
Mart’s  image  with  Wall  Street  come  to  mind.  Factors  with  an 


important  worth  should  be  central  to  a  business  case,  even  if 
they  aren’t  easily  quantified. 

Myth  No.  3:  Good  Decisions  Consider  Only  the  Facts 

People  who  claim  their  decisions  are  made  “solely  on  the  facts” 
are  expressing  hope,  not  reality.  A  core  skill  of  senior  man¬ 
agers  is  the  ability  to  make  the  right  decisions  in  the  face  of  less 
than  factual  (for  example,  intangible)  information.  The  only 
issue  then  is  whether,  at  the  time  of  decision  making,  the  use  of 
intangibles  is  going  to  be  hidden  under  the  table  or  brought 
into  the  light  of  day.  In  this  era  of  stronger  corporate  gover¬ 
nance,  where  visibility  of  internal 
decision  making  engenders  stake¬ 
holder  confidence  in  manage¬ 
ment,  the  latter  is  definitely  better. 

Another  way  to  improve  our 
chances  of  flipping  intangibles 
into  tangibles  is  to  better  under¬ 
stand  the  building  blocks  of  easily  measured  factors.  Read  on 
for  tips  on  how  to  do  this. 

Using  Building  Blocks  to  Convert 
Intangibles  to  Tangibles 

Tangible  business  case  building  blocks  typically  contain  factors 
such  as  premise,  formula,  metrics  and  reasoning.  Often  intangi¬ 
bles  can  be  converted  by  strengthening  weak  components: 

Premise.  Avoid  controversial  premises  entirely.  For  exam¬ 
ple,  a  vision  that  “we  will  lead  our  industry  in  innovation” 
could  be  a  premise  for  quantifying  the  value  of  a  system  that 
enhances  new  product  development. 

Formula.  Look  for  other  formulas  related  to  the  same  bene¬ 
fit  area.  For  example,  suppose  a  formula  that  calculates  the 
value  of  customer  satisfaction  based  on  increased  gross  rev¬ 
enue  is  in  the  business  case.  If  that  is  too  uncertain,  instead  cal¬ 
culate  savings  based  on  a  reduction  in  customer  turnover, 
computing  the  higher  expense  of  replacing  a  lost  customer. 

Metrics.  Be  creative  at  finding  sources  for  information.  Inter¬ 
view  customers,  employees,  partners,  suppliers  and  industry 
analysts.  Search  for  Internet  studies.  The  reality:  Informed 
guesstimates  drive  much  of  industry’s  success. 

Reasoning.  One  of  the  best  bosses  I  ever  had  told  me,  “I 
don’t  care  what  you  are  recommending,  just  why  you  are  rec¬ 
ommending  it.”  He  focused  me  on  being  precise  in  my  logic  (“If 
this  occurs,  then  this  happens  because....”).  HE 


Jack  Keen  is  the  president  of  The  Deciding  Factor 
( www.decidingfactor.com )  and  coauthor  of  Making 
Technology  Investments  Profitable:  ROI  Road  Map  to 
Better  Business  Cases.  He  can  be  reached  at 
jack_keen@compuserve.com . 
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CIO  at  a  famous  Fortune  100  manufacturer  has  a  recurring  nightmare: 
As  he  continues  to  lay  off  American  IT  workers  and  move  their  jobs 
offshore  to  places  such  as  India,  never  to  return,  American  public  opin¬ 
ion  suddenly  swings  violently  against  globalization.  He  and  his  company  are 
demonized,  and  Americans  boycott  his  company’s  products.  “Public  perception 
isn’t  always  accurate,  but  it  counts  for  a  lot  of  things,”  he  says,  after  insisting 
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on  anonymity.  “We  don’t  want  a  sit¬ 
uation  where  the  public  sees  us  as  a 
malevolent  force  and  takes  it  out  on 
our  products.” 

Other  CIOs  are  becoming  similarly 
cautious  about  publically  endorsing 
offshore  outsourcing.  Of  the  dozen 
CIOs  contacted  for  this  article,  only 
two  agreed  to  talk  completely  on  the 
record.  Though  all  believe  that  the 


offshore  outsourcing  trend  will  con¬ 
tinue,  some  are  privately  worrying 
about  carrying  out  the  inevitable  in 
a  sick  economy  and  wondering  if  it 
isn’t  happening  too  quickly. 

It’s  not  hard  to  find  reasons  for 
CIOs  to  worry.  “Do  you  want  to  do 
business  with  companies  that  take 
away  jobs  for  U.S.  citizens  by  out¬ 
sourcing  work  to  foreign  countries?” 
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When  TRW  Automotive  began  moving  jobs  offshore  four  years  ago,  CIO  Joe  Drouin  had  to  deal  with 
backlash  from  employees  who  feared  losing  their  jobs.  As  it  turned  out,  Drouin  was  able  to  accomplish 
the  outsourcing  without  laying  off  full-time  workers. 


asks  The  Organization  for  the 
Rights  of  American  Workers 
(Toraw),  a  group  of  displaced, 
angry  American  workers  laid 
off  by  Connecticut  insurance 
and  financial  services  compa¬ 
nies.  In  June  2002,  dozens 
from  Toraw  and  similar 
groups  from  across  the  coun¬ 
try  held  a  two-day  demonstra¬ 
tion  outside  the  Strategic 
Outsourcing  Conference  at  the 
Waldorf  Astoria  hotel  in  New 
York  City.  The  same  month, 
other  laid-off  workers  demon¬ 
strated  outside  an  outsourcing 
conference  at  the  Hynes  Con¬ 
vention  Center  in  Boston. 

Organized  labor  protests  at 
IT  conferences  in  the  United 
States?  Even  two  years  ago  the 
idea  would  have  seemed 
absurd.  But  as  IT  employees 
see  many  of  their  jobs  moving 
overseas  in  a  bad  economy, 
opposition  to  globalization 
in  the  United  States,  hidden 
during  the  good  economic 
times  of  the  ’90s,  could 
reemerge  more  strongly  than 
ever.  IT  companies — such  as 
Accenture,  IBM  Global  Ser¬ 
vices,  Microsoft  and  Oracle — 
and  mainstream  Fortune  500 
companies — such  as  American 
Express,  Citibank,  Bank  of 
America,  DaimlerChrysler, 

General  Electric,  Procter  &  Gamble,  Pru¬ 
dential  and  United  Technologies — are  out¬ 
sourcing  to  offshore  IT  companies  or 
expanding  their  own  development  centers 
out  of  the  country. 

Some  CIOs,  like  Joe  Drouin  of  TRW 
Automotive,  have  experienced  backlash 
against  outsourcing  inside  their  own  com¬ 
panies.  TRW  began  moving  IT  development 
work  offshore  to  India  four  years  ago, 
mostly  through  attrition  and  shifting  con¬ 
tract  work  overseas.  Drouin,  who  became 
vice  president  and  CIO  after  the  move 


began,  says  he  didn’t  do  enough  to  clarify 
which  jobs  were  going  to  stay  in  the  United 
States  and  which  ones  would  go.  “We  talked 
around  that  issue,  and  we  didn’t  talk  in 
black  and  white,”  he  says.  “I  think  it  was 
because  we  anticipated  a  negative  reaction.” 
He  got  it.  Morale  plummeted,  and  there  was 
a  lot  of  grumbling  and  dissatisfaction  among 
the  staff.  “It  was  like  a  dark  cloud  hanging 
over  everything  we  did,”  Drouin  says. 

Technology  jobs  are  following  a  path 
well-trodden  by  the  manufacturing  indus¬ 
try,  which  sent  millions  of  jobs  offshore  or 


simply  eliminated  them  in  the  past  30  years, 
contributing  to  a  drop  in  the  average  wages 
of  low-skill  workers.  Technology  profession¬ 
als  will  face  the  same  kind  of  wage  drop,  and 
the  work  could  go  offshore  much  faster  than 
manufacturing  did,  according  to  Matthew 
Slaughter,  Dartmouth  College’s  associate 
professor  of  business  administration.  “[IT 
work]  will  move  faster  because  it’s  easier  to 
ship  work  across  phone  lines  and  put  con¬ 
sultants  on  airplanes  than  it  is  to  ship  bulky 
raw  materials  across  borders  and  build  fac¬ 
tories  and  deal  with  tariffs  and  transporta- 
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tion.”  Indeed,  by  the  end  of  2004,  research 
company  Gartner  estimates,  one  in  10  IT 
jobs  at  U.S.  IT  companies  and  one  in  20  at 
non-IT  companies  will  move  offshore. 

Revving  up  the  speed  even  more  are  tem¬ 
porary  worker  visa  programs  that  allow  for¬ 
eign  companies  to  relocate  employees  here  in 
the  United  States  to  coordinate  the  offshore 
work.  Opposition  to  these  visas  is  growing; 
currently  under  consideration  at  the  national 
and  state  level  are  a  number  of  bills  designed 
to  limit  them.  Their  passage  would  slow  the 
movement  of  jobs  offshore  and  perhaps  force 
U.S.  companies  to  bring  some  work  back 
onshore  (see  “The  Visa  War,”  this  page). 

Even  if  such  legislation  is  passed,  many 
observers  expect  the  offshore  trend  to  con¬ 
tinue.  And  its  long-term  implications  for  the 
U.S.  IT  industry  have  some  deeply  con¬ 
cerned.  As  the  bulk  of  technology  work 
moves  offshore,  the  deep,  experiential 
knowledge  that  comes  from  coding  appli¬ 
cations  and  solving  technology  problems — 


the  soil  of  technology  innovation — could 
move  offshore  with  it.  U.S.  IT  services  com¬ 
panies  don’t  spend  much  on  R&D,  but  they 
are  still  innovative  because  they  build  the 
U.S.  technology  infrastructure,  says  Ron 
Hira,  chairman  of  the  R&D  policy  commit¬ 
tee  with  the  U.S.  branch  of  the  Institute  of 
Electrical  and  Electronics  Engineers  (IEEE), 
a  nonprofit  research  and  advocacy  group. 

“The  reason  [U.S.  companies]  can  inno¬ 
vate  without  spending  much  on  R&D  is  that 
they  are  learning  each  time  they  do  an  imple¬ 
mentation,”  he  says.  “You  build  up  that 
knowledge  in  those  workers,  and  there’s 
spillover  as  they  move  into  other  sectors, 
start  new  software  companies  or  take  a  per¬ 
manent  job  with  a  client.  If  we  don’t  have 
that  knowledge  base  here,  we  will  lose  out 
on  that  innovation  and  spillover.” 

TRW  Automotive’s  Drouin  wonders 
where  he  will  find  his  next  rising  stars  in  IT 
if  he  isn’t  growing  them  internally.  “It  isn’t 
clear  what  the  new  entry-level  job  in  IT  will 


be,”  he  says.  “We  haven’t  eliminated  all  our 
developer  jobs,  but  a  good  portion  is  gone. 
So  where  do  you  look  for  that  superstar 
who  is  doing  a  great  job  and  has  a  rapport 
with  the  customer  and  understands  your 
business?” 

Jobs,  Homes,  Families 

Inside  an  Elks  Club  lodge  in  an  ugly  strip 
mall  in  Wethersfield,  Conn.,  a  group  of  for¬ 
mer  IT  workers  are  gathering.  They  have  lit¬ 
tle  in  common  besides  the  fact  that  they’re 
out  of  work,  having  recently  been  laid  off  by 
big  Connecticut  IT  employers  such  as  Cigna, 
GE,  ING,  Northeastern  Utilities  and  United 
Technologies.  The  group  at  the  meeting  is  a 
mix  of  male  and  female,  young  and  old, 
though  more  have  gray  in  their  hair  than  not. 

The  aluminum-gated  window  that  con¬ 
nects  to  the  Veterans  of  Foreign  Wars  bar 
next  door  slams  down,  signaling  the  end  of 
drink  sales.  Everyone  squints  with  anticipa¬ 
tion  toward  the  front  of  the  room,  where 


Tho  \/ico  \A/^ir  Government  restrictions  on  temporary  work  visas  might  slow  the 
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lobalization  of  the  IT 

labor  force  may  be  an 
inevitable  trend,  but 
there’s  no  question  that  it  is  get¬ 
ting  a  shot  of  adrenaline  from  the 
U.S.  government  in  the  form  of 
temporary  worker  visas  known 
as  L-l  and  H-1B.  Foreign  out¬ 
sourcing  companies  use  these 
visa  programs  to  bring  employ¬ 
ees  into  the  United  States  to 
coordinate  work  back  home.  And 
that  has  critics  in  a  fury.  “This  is 
not  a  natural  economic  process,” 
says  Ron  Hira,  chairman  of  the 
R&D  policy  committee  with  the 
U.S.  branch  of  the  Institute  of 
Electrical  and  Electronics  Engi¬ 
neers  (IEEE),  a  nonprofit 
research  and  advocacy  group. 


“Much  of  the  offshore  outsourc¬ 
inggoing  on  today  is  based  on 
U.S.  government  regulations 
that  encourage  it.” 

Both  visas  were  introduced 
at  times  when  U.S.  companies 
were  short  on  skilled  labor  and 
needed  foreign  help.  H-1B 
allows  companies  to  bring  in 
skilled,  college-educated  work¬ 
ers  in  certain  “specialty  occu¬ 
pations"  that  include 
everything  from  IT  and  law  to 
fashion  modeling.  Workers 
must  be  paid  U.S.  prevailing 
wages  for  the  job  and  cannot 
replace  an  American  worker 
with  the  same  skills  and  knowl¬ 
edge.  The  L-l  visa  is  much 
broader.  There  is  no  salary 


requirement  and  no  explicit  ban 
on  replacing  American  workers, 
just  a  need  to  be  functioning  in 
a  “managerial  or  executive 
capacity”  (L-1A  visa)  or  have 
"specialized  knowledge”  of  the 
company’s  products  or  busi¬ 
ness  operations  or  processes 
(L-1B).  L-l  visa  holders  can  stay 
in  the  United  States  up  to  seven 
years  and  six  for  H-1B  holders. 

Undoubtedly,  when  Con¬ 
gress  approved  these  visas,  it 
did  not  envision  that  they  would 
pave  the  way  for  offshore  out¬ 
sourcing.  Yet  that’s  exactly 
what  they  do.  Foreign  outsourc¬ 
ing  companies— today,  mostly 
Indian  companies— establish  a 
local  U.S.  presence  and  apply 


for  H-1B  and  or  L-l  visas  to 
bring  employees  into  their 
offices.  Most  are  immediately 
farmed  out  to  U.S.  outsourcing 
clients  where  they  are  trained  in 
the  jobs  they  will  do  before 
returning  home,  according  to 
Hira.  Others— typically  10  per¬ 
cent  to  30  percent  of  the  total 
staff— remain  here  for  a  longer 
term  and  act  as  liaisons 
between  the  U.S.  client  and  the 
employees  doingthe  coding 
back  in  the  foreign  country.  If 
those  liaisons  are  brought  in  on 
L-l  visas,  they  can  be  paid  pre¬ 
vailing  wages  for  an  IT  project 
manager  back  home,  which  in 
India  can  be  anywhere  from 
$10,000  to  $25,000,  according 
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John  Bauman,  president  and  cofounder  of 
Toraw  and  himself  an  unemployed  IT  man¬ 
ager,  shouts  over  the  blasting  air-conditioning 
system  to  bring  the  meeting  to  order. 

“This  is  about  our  jobs,  our  homes,  our 
families,”  he  tells  the  group. 

His  speech,  and  that  of  the  other  Toraw 
officials,  rambles.  Bauman  admits  that  the 
group  hasn’t  quite  found  its  direction  yet.  But 
on  one  point  Bauman  and  the  other  leaders  of 
Toraw  are  clear:  While  pointing  out  that  their 
group  does  not  oppose  immi¬ 
grants  or  immigration,  they  rip 
into  the  H-1B  and  L-l  visa  laws, 
saying  both  programs  are  being 
abused  and  have  created  a  rise  in 
illegal  immigration. 

These  foreign  workers  are  the 
focal  point  of  most  Toraw  mem¬ 
bers’  anger.  Frustration  boils 
over  a  few  times  at  the  meeting. 

“How  active  are  you  going  to 
be?”  demands  an  angry  man  in 


to  various  estimates. 

The  L-l  visa,  in  particular, 
gives  foreign  outsourcing  com¬ 
panies  an  artificial  competitive 
advantage  over  their  U.S.  com¬ 
petitors,  critics  say.  They  can 
afford  to  bid  low-wage  rates  not 
only  for  employees  back  home 
in  India  but  also  for  managers 
based  in  the  United  States, 
something  that  U.S.  compa¬ 
nies— even  if  they  have  an 
office  in  India— cannot  do, 
unless  they  hire  foreigners  and 
bring  them  over  to  the  United 
States  on  visas.  "These  compa¬ 
nies  can  underbid  based  on  L-l 
and  win  business  they  wouldn’t 
normally  win,"  says  IEEE’s 
Hira. 

Unfair?  Maybe.  Illegal?  No, 
says  Robert  Charles  Hill,  an 
immigration  attorney  in  Miami. 
It’s  legitimate  as  long  as  the  L-l 
workers  are  functioning  as  proj- 


his  early  fifties.  Another  calls  visas  “a  tool 
of  the  devil”  and  goes  on  to  excoriate  the 
“corporate  greed  of  CEOs  that  is  ruining 
this  country.”  A  woman  questions  the  strat¬ 
egy  of  going  after  H-1B  and  L-l  visas.  “I  see 
offshoring  as  more  of  a  threat  than  H-1B 
or  L-l,”  she  says.  “Whole  departments  are 
going  offshore.  What  do  you  propose? 
Taxes?  Tariffs?” 

“Taxes,  tariffs  and  reporting  every  foreign 
nonimmigrant  worker  onsite  in  Connecti- 


Ron  Hira,  an  official  with  the  Institute  of  Electrical  and 
Electronics  Engineers,  says  government  visas  actually 
encourage  the  trend  toward  using  non-American  IT  workers. 


ect  managers  or  have  special¬ 
ized  knowledge  of  their  compa¬ 
nies’  products  or  business 
processes. 

If  the  temporary  worker  visa 
programs  are  curtailed,  it  could 
force  offshore  outsourcing 
companies  to  completely 
rethink  their  current  business 
models.  Some  CIOs  experi¬ 
enced  in  offshore  outsourcing 
say  that  if  foreign  managers  are 
prevented  from  entering  the 
country  on  L-l  and  H-1B  visas, 
projects  with  their  offshore  out¬ 
sourcing  partners  would  col¬ 


lapse  and  they  would  be  forced 
to  bring  at  least  some  of  the 
work  back  home.  “If  these  visas 
went  away  it  would  cripple 
things  in  the  short  term,”  says 
Joan  Conway,  global  solutions 
manager  of  managed  services 
for  outsourcing  company 
Fujitsu  Consulting. 

Visas  are  the  pressure  point 
that  opponents  are  using  on 
legislators  at  the  state  and  fed¬ 
eral  level  to  try  to  stem  the  tide 
of  offshore  outsourcing. 
Already,  two  bills  to  limit  visas 
to  varying  degrees  have  been 


cut  companies,”  promptly  responds  James 
Pace,  Toraw’s  vice  president. 

A  man  in  the  audience  fumes  that  offshore 
outsourcing  has  the  potential  to  wipe  out  the 
middle  class.  “Are  our  legislators  aware  of 
this?”  he  asks. 

Of  the  three  Connecticut  legislators  who 
have  sent  representatives  to  the  meeting,  only 
one  representative  speaks:  Mark  Stephanou, 
director  of  constituent  services  from  U.S. 
Sen.  Christopher  Dodd’s  office.  He  doesn’t 
have  anything  conclusive  to  say, 
either.  “We  are  as  concerned 
about  jobs  as  you  are,”  he  offers. 
(Later,  Dodd  became  a  sponsor 
of  a  bill  in  Congress  to  limit  the 
L-l  and  H-1B  visas.) 

Toraw  describes  itself  as  a 
grassroots  movement,  not  a 
union.  But  some  say  that  if  the 
outsourcing  trend  continues,  a 
white-collar  labor  movement 
could  arise.  This  time,  the  struc- 


introduced  to  Congress,  but 
both  were  still  in  committee  at 
press  time.  A  handful  of  states 
including  Connecticut,  Mary¬ 
land,  Missouri,  New  Jersey  and 
Washington  have  proposed  bills 
limiting  offshore  outsourcing. 

Of  course,  even  if  the  visas 
are  curtailed,  it  probably  will 
not  stem  the  long-term  trend 
toward  IT  labor  globalization. 
Trade  agreements  between  the 
United  States  and  foreign  coun¬ 
tries  could  trump  the  legisla¬ 
tion.  Last  May,  for  example, 
President  Bush  signed  a  Free 
Trade  Agreement  with  Singa¬ 
pore,  a  small  but  growing  IT 
outsourcing  destination,  that 
would  allow  workers  from  Sin¬ 
gapore  to  work  in  the  United 
States  without  salary  restric¬ 
tions  or  limitations  on  the 
length  of  time  they  could 
remain  here.  -C.K. 
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ture  would  be  completely  different  than  the 
traditional  blue-collar  labor  unions  (think 
Internet  rather  than  union  hall). 

“I  believe  that  some  sort  of  e-labor  move¬ 
ment  is  going  to  rise  in  IT,”  says  Maria 
Schafer,  program  director  for  Meta  Group. 
Indeed,  the  Internet  is  already  the  preferred 
meeting  place  for  disaffected  IT  workers. 
Marcus  Courtney,  president  of  Washtech, 
one  of  a  handful  of  unions  that  serve  IT 
exclusively,  says  his  membership  is  only 
about  250,  but  the  number  of  subscribers 
to  his  e-mail  newsletter  went  from  2,000  at 
the  beginning  of  2003  to  14,000  in  June. 
Dozens  of  websites  such  as  Toraw’s  have 
sprung  up  on  the  Web,  many  with  an  anti¬ 
visa  or  deeper  anti-immigration  theme. 

Opponents  of  offshore  outsourcing  ignore 
the  large  benefits  that  it  brings  to  the  U.S. 


economy,  says  Sunil  Mehta,  vice  president  of 
the  National  Association  of  Software  and  Ser¬ 
vice  Companies  (Nasscom)  in  India.  Mehta 
estimates  that  U.S.  companies  will  save  up  to 
$1 1  billion  in  2004  by  outsourcing  to  India 
and  that  India  will  purchase  $3  billion  in 
high-tech  imports  from  the  United  States  in 
that  time.  “I  think  it  is  really  a  two-way 
mutually  beneficial  argument,”  he  says.  “If 
IBM  is  able  to  lower  its  cost  structure,  the 
U.S.  economy  benefits  as  a  whole.” 

Mehta  argues  that  trade  protectionism 
has  not  helped  other  American  industries 
such  as  the  steel  industry,  where  employ¬ 
ment  has  declined  80  percent  since  its  peak, 
he  says,  nor  has  it  helped  steel  consuming 
industries  in  the  United  States  that  were 
forced  to  pay  high  prices  for  steel.  “At  the 
individual  U.S.  IT  employee  level,  I  do  not 


have  any  answers,”  he  says,  “but  if  you  look 
at  it  in  a  total  economic  perspective,  it  is 
mutually  beneficial.” 

Gone  for  Good 

It’s  tempting  to  write  off  the  threats  of  off¬ 
shore  outsourcing.  The  economy  will 
improve,  IT  workers  will  find  new  jobs, 
opposition  to  offshoring  of  U.S.  jobs  will 
melt,  and  all  will  be  well.  Or  offshore  out¬ 
sourcing  will  never  mature  to  the  point  where 
anything  but  the  most  basic  development 
work  and  maintenance  will  go  offshore. 
That’s  what  some  economists  like  Robert 
Reich  think.  According  to  various  analyst 
company  predictions,  only  about  10  percent 
to  20  percent  of  IT  jobs  will  go  offshore. 

Anyone  who  subscribes  to  this  soothing 
theory  risks  getting  blindsided.  The  trend  will 
continue  (unless  the  U.S.  government  inter¬ 
venes)  because  the  apparent  cost  advantages 
are  simply  too  seductive.  According  to  a  May 
2003  survey  by  CIO,  68  percent  of  the  more 
than  100  IT  executives  who  responded  said 
their  offshore  contracts  will  increase  this  year. 
Only  30  percent  foresaw  no  change. 

“The  primary  benefit  to  moving  IT  off¬ 
shore  is  cost,  and  the  only  thing  that’s  hold¬ 
ing  it  back  is  building  up  the  capabilities 
offshore  to  do  the  work,”  says  IEEE’s  Hira. 
“So  unless  you  could  come  up  with  a  way 
that  markedly  advances  U.S.  workers  pro¬ 
ductivity  so  that  they  could  produce  a 
higher-quality  product  faster  than  they  do 
today,  there  is  no  economic  incentive  to 
keep  the  work  here.” 

In  other  words,  this  isn’t  like  the  old  days, 
when  the  local  factory  used  to  lay  off  work¬ 
ers  during  a  lean  spring  and  hire  them  back 
in  the  fall  when  demand  picked  up  again. 
The  IT  jobs  that  are  going  offshore  are  going 
there  for  good.  It’s  what  economists  call  a 
structural,  as  opposed  to  cyclical,  change  in 
the  labor  market.  And  if  costs  in  India — the 
primary  center  of  offshore  IT  work  today — 
begin  to  rise,  the  work  will  move  to  other 
cheap  offshore  locations,  such  as  China. 

The  trend  toward  offshore  outsourcing 
has  only  just  begun.  Indeed,  in  the  CIO  sur¬ 
vey,  67  percent  of  respondents  did  not  begin 


What  CIOs  Can  Do 

If  you  have  to  outsource  jobs  offshore,  here  are  six  ways  to 
minimize  the  destructive  impact  on  your  workforce 


1.  Successful  offshore  outsourcing  takes  time— at  least  two  to 
three  years,  say  experts— so  use  that  time  to  cut  your  U.S.  workforce  through  attrition 
rather  than  layoffs. 

2.  CIOs  owe  it  to  their  staffs  to  give  them  an  opportunity  to  become 
the  kinds  of  employees  whose  jobs  won't  be  outsourced  offshore,  at  least  in  the  short 
term.  Offer  training  classes  in  less  transferable  skills  such  as  requirements  analysis, 
architecture  planning,  business  process  design,  contract  management  and  business 
relationship  management. 

3.  Employees  may  not  always  want  to  keep  their 
jobs.  Perhaps  they’re  close  to  retirement  or  are  desperate  to  leave  but  just  haven’t  done 
it.  Ask  for  volunteers  before  you  start  cutting. 

4.  Employees  won’t  like  you  if  you  tell  them  their  jobs  are  going  to  be 
outsourced  in  a  few  months.  But  they’ll  hate  you  if  you  don’t  tell  them.  Hate  has  more 
long-term  implications  for  you  and  your  company  than  dislike. 

5.  Employees  who  are  forced  to  train  their  offshore 
replacements  to  receive  severance  pay  feel  humiliated  and  angry.  Find  another  way  to 
get  foreign  workers  up  to  speed  if  you  can. 

6.  LOBBY  FOR  CURRICULUM  CHAI  ES  Colleges  need  help  to  change  their  curricu- 

x  lums  to  make  IT  graduates  more  prepared  for  global  competition.  Call  university  faculty 
and  tell  them  what  you  see  happening.  -C.K. 

E:qi». 
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All  those  who  want  more  wireless  ^  J 

with  less  worry...  D3V  1 


Technology  Risk 


Wireless  networks  offer  businesses  several  advantages.  Increased 
mobility,  design  flexibility,  lower  costs.  But  as  with  most  new 
technologies,  design  focuses  on  functionality  -  not  risk. 
Wireless  technologies  do  not  have  the  physical  access 
restrictions  used  in  traditional  wired  environments.  They  make 
it  possible  for  someone  in  the  lobby  or  across  the  street  to  have 
access  to  a  network  carrying  patient  or  employee  information, 
sensitive  corporate  data,  or  trade  secrets. 

Are  your  wireless  access  points  configured  with  adequate 
security?  Has  your  business  taken  steps  to  prevent  hackers 
from  exploiting  your  information?  Do  you  know  your 
vulnerabilities?  “War  driving.”  “Net  stumbling.”  “War  chalking.” 
“LAN  jacking.”  From  wireless  to  business  continuity, 
infrastructure  management  to  security  and  privacy,  Protiviti 
helps  you  identify,  measure  and  manage  the  technology  risks 
that  threaten  your  business  objectives.  That  way,  you  can 
manage  your  risks,  not  just  react  to  them. 


protiviti 

Independent  Risk  Consulting 


For  more  information  visit 

1.888.556.7420. 


Protiviti  is  the  leader  in  independent  risk  consulting  and 
internal  audit  services.  We  provide  international  services  for 
established  and  emerging  companies  to  help  them  inde¬ 
pendently  identify,  measure  and  better  manage  risk.  Our  Big 
Four  experience  ensures  years  of  expertise  in  a  wide  range  of 
industries.  So  whether  your  challenge  is  reporting  accurate 
results,  maximizing  the  value  of  technology  or  adopting 
business  controls  you  can  trust,  Protiviti  delivers  quantifiable 
solutions  that  make  a  difference...  Are  you  ready  to  Say  i? 


protiviti.com  or  call 


Visit  KnowledgeLeader.com  today  for  a  free  30-day  trial. 
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offshore  outsourcing  until 
after  2000.  Offshore  outsourc¬ 
ing  is  just  beginning  to  hit  the 
mainstream,  with  80  percent 
of  companies  saying  they  will 
discuss  it  in  2003,  according  to 
Gartner. 

Until  now,  offshore  out¬ 
sourcing  has  been  mostly 
limited  to  large  companies  that 
have  big  chunks  of  work  to 
send  offshore  (the  coordination 
expenses  were  too  high  to 
make  small  projects  cost- 
effective).  But  as  the  offshore 
outsourcing  companies  have 
matured,  so  have  their 
processes.  “Many  of  our  clients 
are  now  starting  projects  with 
five  people,”  says  Peter  Harri¬ 
son,  CEO  of  Induslogic,  a 
global  outsourcing  company. 

As  more  jobs  move  offshore, 
the  work  will  move  higher  on 
the  IT  food  chain.  Indeed,  it 
already  has.  The  CIO  survey 
found  that  1 1  percent  of  the 
companies  had  outsourced 
system  and  architecture  plan¬ 
ning  offshore,  and  14  percent 
had  outsourced  research  and 
development — two  categories 
that  analysts  and  chief  infor¬ 
mation  officers  have  predicted 
would  never  leave  these 
shores.  “When  people  say 
there  is  IT  work  that  can’t  be 
done  offshore,  I  disagree;  it  just  takes  longer 
to  move  the  more  complex  work  offshore,” 
says  Atul  Vashistha,  CEO  of  Neo-IT,  an  out¬ 
sourcing  advisory  company. 

The  Dilemma  for  CIOs 

When  low-skilled  manufacturing  work  left 
these  shores  beginning  in  the  1970s,  the  U.S. 
economy  reabsorbed  those  workers  into 
other  areas  of  the  economy — primarily  in 
the  services  sector,  says  Dartmouth’s  Slaugh¬ 
ter.  It’s  this  reabsorption  effect  that  leads  the 
majority  of  economists  to  believe  that  global 


competition  is  ultimately  good  for  the  U.S. 
economy.  Manufacturing  companies  in  the 
United  States  are  now  more  productive  than 
they  were  before  they  faced  international 
competition.  Higher  productivity  per 
worker  means  more  corporate  profits  and 
higher  salaries  on  average,  as  long  as  the 
workers  being  displaced  can  be  reabsorbed 
into  the  economy  somewhere  else. 

Even  if  workers  are  reabsorbed,  however, 
it  doesn’t  necessarily  mean  they  will  be  better 
off.  Low-skilled  workers  make  less  in  real 
dollars  today  than  they  did  in  1973.  Now 


that  white-collar  jobs  are  coming  under  the 
same  global  competitive  pressure,  the  same 
effect  on  wages  may  be  felt  at  the  managerial 
level.  “In  the  past,  the  distributional  impacts 
from  global  competition  were  pretty  clear,” 
says  Slaughter.  “The  more-skilled  guys  are 
going  to  benefit  from  more  global  engage¬ 
ment,  and  the  low-skilled  guys  aren’t.  Now 
it’s  more  of  a  grab  bag.” 

Experts  don’t  see  a  “white  knight”  indus¬ 
try  that  will  come  along  to  do  for  IT  workers 
what  the  services  sector  did  for  displaced 
manufacturing  workers.  Other  high-skilled 
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fields  are  also  under  pressure  from  interna¬ 
tional  competition — accounting,  engineering 
and  architecture  are  already  feeling  the  same 
kind  of  pressure  as  IT.  As  competition  for 
skilled  service  jobs  in  the  United  States 
increases  and  low-cost  options  increase  off¬ 
shore,  white-collar  wages  could  begin  to 
drop  across  the  board.  Economic  statistics 
show  that  when  people  change  jobs  because 
of  global  competition,  it  usually  involves  a 
decline  in  wages,  at  least  initially. 

Even  so,  many  CIOs  see  the  move  off¬ 
shore  as  inevitable. 

“You  can  fight  global  trade  with  tariffs, 
but  long  term  it  just  doesn’t  work,”  says 
Jeff  Campbell,  vice  president  of  technology 
services  and  CIO  of  Burlington  Northern 
Sante  Fe  Railway.  The  company  has  out¬ 
sourced  40  percent  of  its  development  work 
to  the  Indian  company  Infosys.  Campbell 


that  says  you  looked  for  Americans  to  do 
the  work  and  you  didn’t  find  them,”’  he 
says.  “And  I  say,  ‘Get  out  of  here.  That’s  a 
lie.  I  won’t  do  it.’  And  they  say,  ‘OK,  OK,’ 
and  somehow  it  becomes  a  nonissue.” 

That  CIO  feels  guilty,  but  he  is  insulated 
from  the  ethical  and  legal  implications  of 
the  visa  issue,  indeed  from  the  entire  transi¬ 
tion  to  offshore — as  is  his  company.  Its  exec¬ 
utives  simply  are  not  involved,  except  to 
make  the  decision  in  the  first  place.  They 
hire  an  outsourcing  company,  and  the  out¬ 
sourcing  company  takes  care  of  all  the  messy 
immigration  and  work  transition  issues.  Nor 
is  there  the  kind  of  visible  drama  to  the  IT 
move  offshore  that  there  was  during  the 
manufacturing  transition,  when  major  plant 
closings  made  the  news.  The  movement  of 
IT  jobs  offshore  is  happening  quietly,  almost 
imperceptibly.  And  if  the  economy  continues 


take  the  place  of  ones  with  jobs  being  sent 
overseas.  Dartmouth’s  Slaughter,  for  one, 
advocates  that  the  government  focus  on  eas¬ 
ing  job  transitions  for  white-collar  workers 
by  making  pensions  and  insurance  more 
portable  across  jobs,  and  offering  tax  cred¬ 
its  for  older  employees  who  want  to  relo¬ 
cate  to  find  a  new  job  or  go  back  to  college 
for  retraining. 

If  IT  employees  want  to  stay  employed  in 
this  new  era,  they  must  be  willing  to  accept 
lower  wages,  change  jobs  more  frequently, 
relocate  when  necessary  and  consider  going 
back  to  school  to  gain  new  skills. 

“I  don’t  have  a  ready  answer  for  what  we 
do  in  IT  after  we  send  these  jobs  offshore,” 
says  TRW  Automotive’s  Drouin.  Even  so,  he 
feels  he  has  no  choice  but  to  continue  with 
the  offshore  strategy — it  saves  his  company 
a  great  deal  of  money. 


to  wake  up  one  day  and  find  that  American  IT  has  disappeared.” 

-FORTUNE  100  CIO  WHO  IS  CONCERNED  THAT  OFFSHORE  OUTSOURCING  COULD  SABOTAGE  THE  U.S.  TECHNOLOGICAL  EDGE 


says  that  he  was  able  to  achieve  the  employ¬ 
ment  shifts  without  layoffs,  mostly  through 
attrition. 

“You  have  to  meet  cost  challenges  or  you 
won’t  provide  shareholder  returns,”  Camp¬ 
bell  adds.  “We  are  intertwined  with  the 
global  economy  now,  so  the  question  is  how 
to  embrace  that  and  move  it  forward.” 

This  is  not  to  say  that  CIOs  don’t  have 
ethical  qualms  about  what  they  see  going 
on  inside  their  departments.  The  CIO  from 
the  previously  mentioned  Fortune  100  man¬ 
ufacturer  sounds  as  angry  as  the  displaced 
workers  at  the  Toraw  meeting  when  the  dis¬ 
cussion  turns  to  temporary  work  visas.  He 
says  Indian  contractors  consistently  abuse 
the  requirement  that  they  first  look  for  a 
suitable  American  to  fill  the  job  before 
bringing  in  an  Indian  on  a  visa.  “Every  now 
and  then  one  of  the  big  [Indian]  companies 
comes  to  me  and  says,  ‘Before  you  sign  the 
contract,  we  need  you  to  sign  an  affidavit 


in  the  doldrums,  few  new  jobs  will  be  cre¬ 
ated  to  replace  them. 

The  government  is  not  prepared  to  deal 
with  the  prospect  of  millions  of  highly 
educated,  well-paid  white-collar  workers 
hitting  the  unemployment  rolls  for  extended 
periods  of  time.  Universities  are  focused  on 
educating  young  people,  not  older  workers 
who  need  to  retrain  themselves  for  a  new 
white-collar  occupation  after  years  in  the 
workforce.  Even  economists  who  support 
globalization  agree  that  the  transition  for 
white-collar  workers  in  the  coming  years 
will  be  difficult  until  new  industries  arise  to 


Share  Your  Opinion 


How  Have  You  Minimized  Outsourcing's 
Destructive  Impact?  Going  offshore  may  be 
an  inevitability,  but  it  is  possible  to  ward  off 
the  backlash.  Go  to  the  ADD  A  COMMENT 
box  at  the  end  of  the  online  version  of  this 
article  to  post  your  advice.  Find  the  link  at 
www.cio.com/printlinks.  Pin  POIT 


However,  the  Fortune  100  CIO  who  has 
that  recurring  nightmare  is  worried  that  it’s 
too  easy  for  companies  like  his  to  outsource 
overseas  today.  “Look,  I  can’t  wake  up 
tomorrow  and  decide  I’m  going  to  move  to 
Italy  and  get  a  job,”  he  says.  “So  why  should 
someone  from  another  country  be  able  to 
come  here  on  a  temporary  visa  and  take  jobs 
from  Americans?  There  are  people  who  say 
open  everything  up.  That’s  one  world  view. 
Another  view  is  you  bring  people  in  to  the 
extent  that  you  can  assimilate  them,  and  that 
they  build  on  the  society  rather  than  disrupt 
the  society. 

“I  don’t  want  to  wake  up  one  day  and  find 
that  American  IT  has  disappeared.”  E3E1 


Do  you  have  opinions  about  the  impact  of  global¬ 
ization  on  the  IT  workforce?  Tell  Executive  Editor 
Christopher  Koch  at  ckoch@cio.com.  Senior  Writer 
Stephanie  Overby  and  Staff  Writer  Ben  Worthen  con¬ 
tributed  additional  reporting  to  this  story. 
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The  Radicalization  of 
Mike  Emmons 


Until  he  was  laid  off 
by  a  company 
moving  jobs  offshore, 
Mike  Emmons  rarely 
voted.  Now  the  com¬ 
puter  programmer 
is  considering  a  run 
for  Congress. 

BY  BEN  WORTHEN 


Longwood,  Fla. — Mike  Emmons’ 
home  office  doesn’t  look  like  much: 
just  a  desk,  some  shelves  littered 
with  books,  a  couple  of  computers, 
a  server,  a  printer  and  some  other  gadgets. 
But  for  the  past  1 1  months,  it’s  been  head¬ 
quarters  for  a  ferocious  one-man  campaign 
against  the  practice  of  offshore  outsourcing 
and  supplanting  American  workers  with  for¬ 
eigners  on  temporary  work  visas.  Emmons 
lost  his  programming  job  last  winter  when 
his  entire  IT  department  at  Siemens  Infor¬ 
mation  Communication  Networks  (ICN) 
was  outsourced  to  an  Indian  company.  Until 
last  year,  the  University  of  Florida  graduate 
rarely  voted;  now  he  plans  to  run  for  Con¬ 
gress  (“I’ll  probably  lose,”  he  concedes). 
During  the  past  year,  Emmons  has  made 
himself  an  expert  on  labor  policy.  He  has 
harassed  corporate  executives,  gotten  him¬ 


mm 
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self  on  television  and  is  one  of  the  main  rea¬ 
sons  that  legislation  reforming  the  L-l  visa 
was  introduced  in  the  U.S.  House  of  Repre¬ 
sentatives  in  May. 

“They  took  my  job;  they  took  my  liveli¬ 
hood,”  he  says,  with  a  crisp  cadence  that 
barely  hides  his  anger.  “You  don’t  do  some¬ 
thing  like  this  to  someone  and  expect  them 
to  turn  a  blind  eye.” 

The  radicalization  of  Mike  Emmons  pro¬ 
vides  a  personal  window  on  the  growing 
backlash  against  the  offshoring  of  IT  jobs 


and  importing  of  nonimmigrant  temporary 
workers  on  H-1B  or  L-l  visas.  (Read  more 
about  this  trend  in  “Backlash”  on  Page  44.) 
This  story  could  even  be  considered  a  wake- 
up  call:  CIOs  beware;  you  might  have  a 
Mike  Emmons  on  your  staff. 

Fighting  Back 

At  age  41,  Emmons  is  the  type  of  program¬ 
mer  that  companies  used  to  dream  about. 
Tireless  and  dedicated,  he  taught  himself 
Cobol,  4GL,  database  design  and  Web  pro- 
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When  Mike  Emmons  lost  his  job  at  Siemens,  the  devoted  family  man  (pictured  above  with  his  two 
children)  knew  he  had  to  get  another  full-time  position  with  health  benefits. 


gramming  as  the  times  demanded. 

In  January  1997  he  started  work¬ 
ing  as  a  contractor  for  Siemens 
Business  Communication  Systems 
in  California,  earning  $90,000  a 
year.  His  office  merged  with  the 
Lake  Mary,  Fla.,  division  in  2000, 
forming  Siemens  ICN,  in  June, 
and  Emmons  and  his  family 
moved  back  to  the  state  where  he 
had  grown  up. 

On  April  19,  2002,  Siemens 
ICN  told  employees  it  was  going 
to  outsource  its  IT  department 
and  that  they  would  all  be  laid  off 
once  the  transition  was  complete. 

While  the  news  was  bad,  none  of 
the  20  employees  was  devastated; 
the  layoffs  wouldn’t  take  place  for 
a  few  months,  and  they  figured 
that  some  of  them  would  stick 
around  as  consultants.  But  in  the 
last  week  of  June,  Siemens  an¬ 
nounced  it  had  selected  Tata  Con¬ 
sulting  Services,  and  by  July  1  the 
office  was  filled  with  consult¬ 
ants — all  from  India — who  would 
eventually  take  the  Siemens  employees’  jobs. 
The  American  workers  were  offered  sever¬ 
ance  packages  as  high  as  $13,000  if  they 
would  train  the  Indians  to  do  their  jobs. 
(Siemens  spokesman  Bud  Grebey  says  that 
only  a  handful  of  the  company’s  70,000  U.S. 
employees  have  been  affected.  “Our  cus¬ 
tomers  are  big  telecommunications  compa¬ 
nies,  and  telecom  has  been  hit  hard,”  he 
says.  “We  need  to  do  things  to  make  the 
business  more  efficient.”) 

Despite  feeling  betrayed,  Emmons  and 
the  other  laid-off  workers  did  what  was 
asked  of  them.  The  money  was  too  good  to 
pass  up,  especially  when  the  alternative  was 
immediate  unemployment.  Meanwhile, 
training  the  replacement  workers  proved 
challenging.  According  to  Emmons  and 
other  ex-Siemens  employees,  some  of  the 
Tata  consultants  had  only  two  weeks  of 
preparation  before  they  arrived.  This  raised 
a  red  flag  for  Pat  Fluno,  a  now  ex-senior 
systems  analyst  who  started  inquiring  about 


the  visa  status  of  the  replacement  workers. 

On  Aug.  15,  Fluno  sent  a  letter  to  her 
U.S.  representative,  John  Mica,  asking  him 
to  investigate  a  situation  she  thought  was 
illegal.  “An  L-1B  visa  is  for  a  specialist 
knowledge  worker  who  has  in-depth  knowl¬ 
edge  of  the  company’s  products,  policies  and 
procedures,”  she  wrote.  “It  is  not  meant  for 
generic  skill  sets,  such  as  computer  pro¬ 
gramming,  but  for  skills  specific  to  the  spon¬ 
soring  company.  If  these  people  were 
brought  over  on  L-1B  visas,  it  is  an  attempt 
to  avoid  the  strict  [Department  of  Labor] 
laws  regarding  displacement  of  Americans.” 

Fluno  showed  Emmons  this  letter.  “That’s 
when  it  hit  me,”  he  says.  “Something  has 
got  to  be  done.  I  said  to  myself,  I  can  fight 
this  and  get  caught  and  lose  12  weeks  pay, 
or  I  can  get  paid  for  12  weeks  and  never 
work  again.” 

Fluno  was  laid  off  15  days  later.  For 
Emmons,  whose  termination  date  was 
Dec.  20,  the  battle  was  just  beginning.  He 


called  and  e-mailed  Mica’s  office  almost 
daily  and  distributed  fliers  about  the  alleged 
visa  abuse  throughout  his  neighborhood.  In 
late  September,  he  received  a  phone  call 
from  Mica  in  which  the  representative 
assured  Emmons  he  would  try  to  help  and 
that  he  would  make  inquiries  with  the  INS, 
now  known  as  the  Bureau  of  Citizen  and 
Immigration  Services.  On  Oct.  11,  Mica  sent 
a  letter  outlining  the  situation  at  Siemens  to 
Secretary  of  Labor  Elaine  Chao.  Emmons 
put  a  sign  supporting  Mica  in  his  front  yard 
and  voted  for  him  in  the  November  election. 

Then,  Emmons  says,  nothing  happened. 
According  to  the  Center  for  Responsive  Pol¬ 
itics,  a  Washington,  D.C.,  campaign  finance 
watchdog  organization,  Mica  received  four 
donations  totaling  $3,999  from  Siemens 
between  the  time  Emmons  first  contacted 
him  in  August  and  the  November  election. 
Emmons,  who  was  still  training  the  replace¬ 
ment  workers  at  Siemens,  was  livid  when 
he  learned  this.  By  the  time  he  resigned  to 
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Every  time  Tom 
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take  another  position  on  Nov.  24,  just  weeks 
before  his  termination  date,  he  concluded 
that  he  had  to  fight  not  just  the  corporations 
that  were  replacing  American  workers  but 
also  the  government. 

Two  days  after  he  quit,  Emmons  drove 
to  Mica’s  house  and  hand-delivered  a  letter 
to  the  representative’s  wife  in  which  he 
accused  Mica  of  sacrificing  American  jobs 
for  corporate  donations.  He 
also  contacted  congressional 
aides,  and  when  none  of  this 
produced  any  legislation,  he 
went  to  the  media.  In  mid- 
February,  Orlando  television 
Channel  6  ran  a  series  on 
Florida  workers  who  had 
lost  their  jobs  to  offshoring. 

The  channel  interviewed 
Mica  and  then  revealed  his 
voting  record,  which  has 
consistently  supported  rais¬ 
ing  visa  caps  and  loosening 
visa  restrictions. 

Gary  Burns,  legislative  di¬ 
rector  for  Mica,  says  the  Florida  congress¬ 
man  has  done  plenty  for  laid-off  workers:  In 
addition  to  bringing  the  Siemens  case  to  the 
attention  of  the  INS,  Mica  has  called  for  a 
Department  of  Justice  study  on  the  issue  and 
introduced  legislation  to  prohibit  bringing  in 
offshore  workers  on  F-l  visas.  (For  more, 
read  “The  Visa  War”  on  Page  48.) 

A  Guerrilla  Campaign 

Emmons  has  been  equally  aggressive  in  pur¬ 
suing  his  former  employer.  While  he  main¬ 
tains  that  he  has  nothing  against  either 
Siemens  or  the  Indian  workers  who  took  his 
and  his  colleagues’  jobs,  he  says,  “I  learned 
that  I  have  to  use  this  situation  to  expose 


Read  More  on  Displaced  IT 


Like  Mike  Emmons,  Daniel  Soong  never 
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www.cio.com/printlinks. 

cio.com 


what’s  happening  to  Americans.”  At  5:30 
in  the  morning  on  Jan.  14,  2003,  he  began 
what  he  calls  his  “e-mail  bombing  cam¬ 
paign.”  Knowing  the  Siemens  e-mail  admin¬ 
istrators  wouldn’t  be  at  work,  he  sent  a 
message  describing  what  had  happened  to 
him  and  his  fellow  employees  to  thousands 
of  Siemens  employees,  including  the  execu¬ 
tives  in  Florida  and  at  Siemens  AG’s  head¬ 
quarters  in  Germany.  (He 
had  written  a  program  to 
collect  their  e-mail  ad¬ 
dresses  from  the  Internet 
and  other  documents.)  In 
the  e-mail  campaign,  he 
named  Siemens’  executives 
and  accused  them  of  sell¬ 
ing  out  their  company’s 
workers.  Emmons  says 
that  the  1,000  workers  in 
the  Fake  Mary  Siemens 
plant  openly  cheered  when 
they  read  it.  It  is  the  mo¬ 
ment  in  his  campaign  that 
he  is  most  proud  of. 

The  Florida  native  considers  himself 
lucky.  He  got  a  job  as  a  database  manager  at 
the  district  attorney’s  office.  At  $55,000  a 
year,  it  pays  him  40  percent  less  than  he 
made  at  Siemens.  (H-1B  workers  at  Siemens 
ICN  make  as  little  as  $28,000,  according  to 
immigration  documents.)  But  Emmons’  new 
job  does  come  with  health  insurance,  which 
he  needs  since  his  7-year-old  daughter,  who 
has  spina  bifida,  has  already  undergone 
eight  operations  and  will  likely  need  more. 
Two  of  Emmons’  friends  haven’t  been  so 
lucky.  One  who  worked  at  Siemens  for  23 
years  is  now  doing  landscaping  and  odd 
jobs.  A  15-year  veteran  is  trying  to  make  a 
living  as  a  woodworker. 

Emmons  calls  his  political  campaign 
against  offshoring  a  war.  “They  can’t  just 
give  all  these  jobs  away  and  expect  this 
country  to  survive,”  he  says.  “What’s  hap¬ 
pening  now  is  going  to  haunt  this  country 
for  years  to  come.”  BE] 
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The  Hidden 
Costs  of 
Offshore 
Outsourcing 

Moving  jobs  overseas  can  be  a  much  more  expensive  proposition 
than  you  may  think  by  Stephanie  overby 


T|  he  current  stampede  toward  offshore 
outsourcing  should  come  as  no  surprise. 
For  months  now,  the  business  press  has 
been  regurgitating  claims  from  offshore 
vendors  that  IT  work  costing  $100  an  hour 
in  the  United  States  can  be  done  for  $20  an 
hour  in  Bangalore  or  Beijing. 

If  those  figures  sound  too  good  to  be 
true,  that’s  because  they  are. 

In  fact,  such  bargain-basement  labor  rates 
tell  only  a  fraction  of  the  story  about  off¬ 
shore  outsourcing  costs.  The  truth  is,  no  one 
saves  80  percent  by  shipping  IT  work  to 
India  or  any  other  country.  Few  can  say  they 
save  even  half  that.  As  just  one  example, 
United  Technologies,  an  acknowledged 


leader  in  developing  offshore  best  practices, 
is  saving  just  over  20  percent  by  outsourcing 
to  India.  (For  more,  read  “Inside  Outsourc¬ 
ing  in  India,”  www.cio.com/printlinks.) 

That’s  still  substantial  savings,  to  be  sure. 
But  it  takes  years  of  effort  and  a  huge  up- 
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►  How  the  costs  of  staff  transitioning 
and  managing  your  offshore  con¬ 
tract  may  be  costlier  than  you  think 

►  How  to  calculate  the  hidden  costs 
of  moving  jobs  overseas 

►  Why  cultural  differences  can  stymie 
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front  investment.  For  many  companies,  it 
simply  may  not  be  worth  it.  “Someone 
working  for  $10,000  a  year  in  Hyderabad 
can  end  up  costing  an  American  company 
four  to  eight  times  that  amount,”  says  Hank 
Zupnick,  CIO  of  GE  Real  Estate.  Yet  all  too 
often,  companies  do  not  make  the  outlays 
required  to  make  offshore  outsourcing 
work.  And  then  they  are  shocked  when  they 
wind  up  not  saving  a  nickel. 

In  this  article,  we  will  explore  a  new 
TCO — the  total  cost  of  offshoring.  We  will 
uncover  all  the  hidden  costs  of  outsourc¬ 
ing — areas  in  which  you’ll  have  to  invest 
more  up  front  than  you  might  think,  places 
where  things  such  as  productivity  and  poor 


Do  the  Math 


(the  avera^^alue  ofoffshore  contract^for  th^Oi°re  ou*sourc‘n®  confracts 

-n^;rheb“— ^ 

you  can  expect  to  pay  up  to  57  percent  or  S9T  T™"' drops  drarnatically- 
‘OP  of  the  $16.2  million  cost  of  your  offshore  contracts"' °" 


Total  Cost  of  Offshoring 

$25. 4M 


HIDDEN  COSTS 


1.  Vendor  selection" 


contract  value 


BEST  CASE 


//•  n — - - - - — - contract  value 

/6.ZM  x  .002  = 32.  HE 


2.  Transitioning  the  work 

3.  Layoffs  and  retention 


WORST  CASE 


4.  Lost  Productivity/Cultural  issues** 


5.  Improving  development  processes 


x  .03 


32 H  K 

=  VsTk 


x.02 


6.  Managing  the  contract 
Total  hidden  costs 


$ 


Original  contract  value 


Total  Cost  of  Offshoring  (TCO) 


x  .06  = 

15.2%  = 


BEST  CASE  = 


•01  =  Tbzi< 

— ■ — - — __ 


SOURCES:  Meta  Group.  Gartner  and  Renodis 

LATn“a”"a  PT”K  ”°m  an  ”®al  ***"  «•  °>  •  .0 10  r.rc,™ 

O  calculate  your  hidden  costs  online,  go  to  www.cio.com/pnntlinks. 


?7ZK 

IS  M 

/6. 2.M 

WTKTm 


32MK 

x  °3- 

ToV  gfofeT 


x-27=  H.HM 


x  10  = 


WORST  CASE  = 


x-10=  /.bM 

570/0  =  9. 2  M 


among 


processes  can  eat  away  at  potential  savings, 
and  spots  where,  if  you’re  not  careful,  you 
could  wind  up  spending  just  as  much  as  you 
would  in  the  U.S.  of  A.  (For  more  on  how  to 
calculate  your  own  TCO,  see  the  work  sheet 
“Do  the  Math”  on  this  page.) 

“You  can’t  expect  day-one  or  even  month- 
six  gains,”  Zupnick  says.  “You  have  to  look 
at  offshore  outsourcing  as  a  long-term  invest¬ 
ment  with  long-term  payback.” 

The  Cost  of  Selecting  a  Vendor 

With  any  outsourced  service,  the  expense  of 
selecting  a  service  provider  can  cost  from 
.2  percent  to  2  percent  in  addition  to  the 
annual  cost  of  the  deal.  In  other  words,  if 


you’re  sending  $10  million  worth  of  work  to 
India,  selecting  a  vendor  could  cost  you  any¬ 
where  from  $20,000  to  $200,000  each  year. 

These  selection  costs  include  document¬ 
ing  requirements,  sending  out  RFPs  and 
evaluating  the  responses,  and  negotiating  a 
contract.  A  project  leader  may  be  working 
full  time  on  this,  with  others  chipping  in, 
and  all  of  this  represents  an  opportunity 
cost.  And  then  there  are  the  legal  fees.  Some 
companies  hire  an  outsourcing  adviser  for 
about  the  same  cost  as  doing  it  themselves. 
To  top  it  off,  the  entire  process  can  take 
from  six  months  to  a  year,  depending  on  the 
nature  of  the  relationship. 

Vice  President  of  Program  Solutions  and 


Management  Ron  Kifer  spent  several 
months  on  vendor  selection  before  con¬ 
tracting  with  Bangalore,  India-based  Infosys 
to  handle  a  whopping  90  percent  of  devel¬ 
opment  and  maintenance  work  for  DHL 
Worldwide  Express,  a  shipping  company. 
“There’s  a  lot  of  money  wrapped  up  in  a 
contract  this  size,  so  it’s  not  something  you 
take  lightly  or  hurry  with,”  Kifer  says. 
“There  has  to  be  a  high  degree  of  due 
diligence  making  sure  that  the  [offshorej 
company  can  respond  to  your  needs.” 

Even  when  there  is  an  existing  tie  between 
customer  and  offshore  vendors,  the  expen¬ 
sive  and  lengthy  step  of  vendor  selection  is  a 
must-do  for  successful  outsourcing.  The 
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chairman  of  Tata  Consultancy  Services 
(TCS),  a  Mumbai,  India-based  outsourcer, 
sat  on  the  international  advisory  board  of 
Textron,  a  manufacturing  company  that 
owns  such  brands  as  Cessna  Aircraft  and 
E-Z-GO  Golf  Carts,  for  several  years.  How¬ 
ever,  when  David  Raspallo,  CIO  of  business 
unit  Textron  Financial,  began  exploring  off¬ 
shore  outsourcing  in  1999,  he  still  spent  five 
months  doing  what  he  calls  “the  usual  Betty 
Crocker  Bake-Off”  with  service  providers 
Covansys,  ITS,  TCS  and  Wipro.  Ultimately, 
he  went  with  U.S. -based  Covansys,  which 
has  three  development  centers  in  India. 
Selecting  the  vendor  took  500  hours  in  total, 
involved  Raspallo  and  three  senior  managers, 
and  cost  $20,000  in  additional  expenses. 

At  this  stage,  travel  expenses  enter  the 
picture  as  well.  A  trip  overseas  helps  CIOs 
get  comfortable  with  their  choice.  After  all, 
offshore  vendors  can  send  their  best  and 
brightest  over  for  a  dog  and  pony  show,  but 
checking  out  the  company  on  its  home  turf 
provides  more  insight.  John  Dean,  the  CIO 
of  Steelcase,  an  office  furniture  manufac¬ 
turer,  spent  several  thousand  dollars  to  send 
one  of  his  IT  executives  to  Intelligroup  Asia 
in  Hyderabad,  India,  for  a  week  before  sign¬ 
ing  on  the  dotted  line. 

“You  can  read  everything  you  want  to 
read  and  ask  for  advice  as  much  as  you 
want,  but  you  have  to  make  it  a  fact-based 
decision,”  Dean  says.  “So  it  was  important 
to  visit  India  to  validate  our  thinking.” 

Bottom  line:  Expect  to  spend  an  addi¬ 
tional  1  percent  to  10  percent  on  vendor 
selection  and  initial  travel  costs. 

The  Cost  of  Transition 

The  transition  period  is  perhaps  the  most 
expensive  stage  of  an  offshore  endeavor.  It 
takes  from  three  months  to  a  full  year  to 
completely  hand  the  work  over  to  an  off¬ 
shore  partner.  If  company  executives  aren’t 
aware  that  there  will  be  no  savings — but 
rather  significant  expenses — during  this 
period,  they  are  in  for  a  nasty  surprise. 

“You  have  to  bring  people  to  America  to 
learn  your  applications,  and  that  takes  time, 
particularly  if  you’re  doing  it  with  a  new  ven¬ 


dor  for  the  first  time,”  explains  GE  Real 
Estate’s  Zupnick,  who  maintains  a  handful 
of  three-year  contracts  with  offshore  vendors, 
including  TCS  and  smaller  vendor  LSI  Out¬ 
sourcing.  In  GE  Real  Estate’s  case,  the  tran¬ 
sition  time  for  each  vendor  was  three  months 
at  the  very  least  and  up  to  a  year  in  some 
cases,  in  addition  to  the  money-draining 
vendor  selection  period  of  several  months. 

Zupnick,  who  has  seven  years  of  offshore 
experience,  says  most  of  his  peers  don’t 
appreciate  the  time  and  money  it  takes  to 
get  a  relationship  up  and  running.  “The  ven¬ 
dors  say  you  can  throw  it  over  the  wall  and 
start  saving  money  right  away.  As  a  result, 
I’ve  heard  of  CIOs  who  have  tried  to  go  the 
India  or  China  route,  and  nine  months  later 
they  pulled  the  plug  because  they  weren’t 


saving  money,”  Zupnick  says.  “You  have  to 
build  in  up  to  a  year  for  knowledge  transfer 
and  ironing  out  cultural  differences.” 

CIOs  must  bring  a  certain  number  of  off¬ 
shore  developers  to  their  U.S.  headquarters 
to  analyze  the  technology  and  architecture 
before  those  developers  can  head  back  to 
their  home  country  to  begin  the  actual 
work.  And  CIOs  must  pay  the  prevailing 
U.S.  hourly  rate  to  offshore  employees  on 
temporary  visas,  so  obviously  there’s  no  sav¬ 
ings  during  that  period  of  time,  which  can 
take  months.  And  the  offshore  employees 
have  to  work  in  parallel  with  similarly  costly 
in-house  employees  for  much  of  this  time. 
Basically,  it’s  costing  the  company  double 
the  price  for  each  employee  assigned  to  the 
outsourcing  arrangement  (the  offshore 


Ron  Kifer,  VP  of  program  solutions  and  management  at  DHL  Worldwide  Express,  ran  into 
delays  and  additional  costs  in  shifting  jobs  offshore  when  it  took  longer  than  expected  to 
install  the  necessary  hardware  in  India. 
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worker  and  the  in-house  trainer).  In  addi¬ 
tion,  neither  the  offshore  nor  in-house 
employee  is  producing  anything  during  this 
training  period. 

But  it  has  to  be  done.  “We  made  a  mis¬ 
take  in  the  beginning  of  just  packing  up  the 
specs  and  shipping  them  over,  looking  at  it 
from  a  pure  cost  standpoint,”  says  Craig 
Hergenroether,  CIO  of  Barry- Wehmiller,  a 
packaging  manufacturer  that  has  its  own 
development  center,  Barry- Wehmiller  Inter¬ 
national  Resources,  in  Chennai,  India,  and 
works  with  other  offshore  vendors.  “Silly 
mistakes  were  made  because  we  didn’t  take 
the  time  to  have  them  come  over.  It’s  a  false 
savings  to  keep  costs  down  by  communi¬ 
cating  only  by  phone.” 

During  the  transition,  the  offshore  part¬ 
ner  must  put  infrastructure  in  place.  While 
the  offshore  partner  incurs  that  expense,  the 
customer  should  monitor  the  process  care¬ 
fully.  Often  it  can  take  longer  than  expected. 
“It  took  an  awful  lot  of  time  to  bridge  the 
Pacific  [networking  our  company  to  the 
Indian  vendor]  and  getting  that  to  work  cor¬ 
rectly,”  remembers  Textron  Financial’s  Ras- 
pallo,  who  spent  six  months  and  $100,000 
to  set  up  a  transoceanic  data  line  with 
Infosys  in  1998  for  Y2K  work.  It  also  cost 
an  extra  $10,000  a  month  to  keep  that  net¬ 
work  functional.  “You  have  to  know  hands 
down  that  the  technology  infrastructure  you 
put  in  place  is  fully  functional  and  will  oper¬ 
ate  at  the  same  performance  level  as  it 
would  if  you  were  connecting  to  someone 
on  the  next  floor.  Otherwise,  you’ll  have  a 
lot  of  costly  issues  to  deal  with.” 

DHL’s  Kifer  had  similar  problems.  Long 
lead  times  for  acquiring  the  necessary  hard¬ 
ware  in  India  delayed  development  work,  he 
says.  The  hardware  holdup  put  off  the  start 
of  offshore  work  for  several  months,  requir¬ 
ing  DHL  to  continue  to  keep  vendor  workers 
employed  onsite  at  the  more  expensive  rate. 

During  the  transition  period,  the  ratio  of 
offshore  employees  in  the  United  States  to 
offshore  employees  working  at  the  vendor’s 
overseas  headquarters  is  high.  But  after  the 
transition  is  complete,  CIOs  have  to  get 
those  employees  out  of  the  office  if  off¬ 


shoring  is  to  be  a  money-saving  move.  “It’s 
got  to  be  80  percent  or  85  percent  working 
offshore  or  the  numbers  just  don’t  work,” 
explains  GE  Real  Estate’s  Zupnick. 

It  makes  sense  for  offshore  service 
providers  to  place  as  many  of  their  employ¬ 
ees  in  the  United  States  as  possible.  The 
provider’s  margins — already  quite  decent  for 
offshore  work  (Indian  companies  charge 
U.S.  companies  $20  an  hour  for  an  em¬ 
ployee  they  pay  around  $10) — really  sky¬ 
rocket  when  they’re  on  American  soil. 
“They  make  more  money  and  often  the 
client  feels  better  having  them  close,”  says 


Doing  Your 

Offshore 

Homework 

Offshore  outsourcing  may  save 
you  money;  then  again,  it  may 
not.  Rather  than  accept  offshore 
vendors’  claims,  you  need  to 
calculate  your  own  ROI.  Here 
are  some  tips  to  get  started. 


1.  Know  what  your  internal  costs  are. 

If  you  don’t  know  what  your  own  real 
labor  rates  are  for  accomplishing  tasks 
you  plan  to  send  offshore,  how  can  you 
know  how  much  you’ll  really  save? 

2.  Ask  your  peers.  Organizations  such 
as  the  Society  for  Information  Manage¬ 
ment  and  CIO  conferences  are  great 
places  to  get  the  real  information  from 
peers  who  are  outsourcing  offshore. 

3.  Contact  vendor  references. 

Ask  these  CIOs  what  unforeseen  costs 
they’ve  encountered  in  their  offshore 
engagements. 

4.  Estimate  potential  soft  costs. 

As  much  as  possible,  figure  in  factors 
such  as  lower  morale  and  cultural 
changes. 

5.  Create  a  three-  to  five-year  plan. 

Include  your  identified  hidden  costs  as 
well  as  anticipated  scope  changes.  -S.O. 


Praba  Manivasager,  CEO  of  Minneapolis- 
based  offshore  adviser  Renodis.  “But  the 
customer  immediately  loses  all  of  the  bill- 
rate  savings.”  If  not  included  in  the  original 
contract,  additional  travel  and  visa  costs  also 
must  be  figured  in.  Tally  it  all  up  and  you 
will  pay  as  much  as  you  would  for  one  of 
your  own  employees. 

It’s  a  difficult  area  for  CIOs  to  manage. 
Work  is  much  easier  to  do  with  offshore 
workers  onsite,  but  to  cut  costs  they  must 
push  as  much  overseas  as  possible.  Con¬ 
versely,  the  more  manpower  based  offshore, 
the  more  project  problems  and  delays. 
Barry- Wehmiller’s  Hergenroether  says  the 
amount  of  workers  you  can  reasonably  send 
offshore  depends  on  the  type  of  work  being 
done.  Industry-  or  company-specific  system 
development  requires  more  developers 
onsite.  Legacy  maintenance  or  simple  up¬ 
grades  may  not  require  a  soul. 

“On  some  of  our  projects,  up  to  50  per¬ 
cent  of  offshore  workers  are  onshore;  on 
others  it’s  closer  to  10  percent,”  Hergen¬ 
roether  says.  In  some  cases — where  specific 
skills  are  the  reason  for  offshoring — he  may 
even  bring  in  offshore  talent  over  long  term. 
“But  if  you’re  going  to  do  that,  your  cost 
savings  diminish  dramatically,”  he  says.  In 
fact,  there  may  be  no  savings  at  all. 

Bottom  line:  Expect  to  spend  an  addi¬ 
tional  2  percent  to  3  percent  on  transition 
costs. 

The  Cost  of  Layoffs 

Laying  off  American  employees  as  a  result 
of  your  offshore  contract  poses  other  some¬ 
times  unanticipated  costs.  To  begin  with, 
you  have  to  pay  many  of  those  workers  sev¬ 
erance  and  retention  bonuses.  “You  need  to 
keep  employees  there  long  enough  to  share 
their  knowledge  with  their  Indian  replace¬ 
ments,”  Zupnick  explains.  “People  think  if 
they  give  generous  retention  bonuses  it  will 
destroy  the  business  proposition.  They  cut 
corners  because  they  want  quick  payback. 
But  then  they  lose  the  people  that  can  help 
with  the  transition  and  incur  the  even  bigger 
cost  of  not  doing  the  transition  right.” 

Layoffs  can  also  cause  major  morale 
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Hank  Zupnick,  CIO  of  GE  Real  Estate,  found  that  because  of  cultural  differences  you 
cannot  simply  replace  one  American  worker  with  one  offshore  worker. 


problems  among  in-house  “survivors,”  in 
some  cases  leading  to  disaffection  and  work 
slowdowns.  Companies  with  experience  in 
offshoring  factor  productivity  dips  and 
potential  legal  action  from  laid-off  employ¬ 
ees  into  the  cost-benefit  analysis. 

“You  can  never  underestimate  the  effect 
these  issues  will  have  on  the  success  of  [your 
offshore  venture],”  says  Textron  Financials 
Raspallo.  CIOs  must  take  time  to  commu¬ 
nicate  with  their  staffs,  being  “brutally  hon¬ 
est,”  he  says.  “If  your  intention  is  to  lay  off 
some  workers  and  move  work  offshore,  let 
them  know.  If  you  want  to  move  legacy  sys¬ 
tems  offshore  and  retrain  staff  for  other 
systems,  tell  them  that.  And  constantly  rein¬ 
force  what  the  vision  is.” 

Raspallo  sets  aside  time  for  a  monthly 
meeting  with  all  staff  (offshore  included)  by 
video.  “In  the  beginning,  we  spent  the  whole 
time  talking  about  the  offshore  proposi¬ 
tion,”  he  says.  “If  you  don’t  spend  that  time 
doing  that,  your  staff  is  going  to  make  up 
stories  about  what’s  happening  themselves.” 

Without  this  kind  of  effort,  offshore 
endeavors  are  doomed. 

“Internal  people  will  refuse  to  transition 
to  the  offshore  model  because  they  have  a 
certain  comfort  level,  or  they  don’t  want 
their  buddy  to  lose  his  job,”  Renodis’s 
Manivasager  says.  “There  has  to  be  a  man¬ 
date.  Trying  to  build  consensus  can  take  a 
very,  very  long  time.”  Manivasager  has  seen 
some  relationships  take  as  long  as  three 
years  to  get  off  the  ground  because  the  strat¬ 
egy  was  neither  shared  with  nor  embraced 
by  employees. 

Bottom  line:  Expect  to  pay  an  extra  3  per¬ 
cent  to  5  percent  on  layoffs  and  related  costs. 

The  Cultural  Cost 

One  of  the  biggest  impediments  to  offshore 
savings  is  productivity.  “You  simply  cannot 
take  a  person  sitting  here  in  America  and 
replace  them  with  one  offshore  worker,”  GE 
Real  Estate’s  Zupnick  says.  “Whether  they’re 
in  India  or  Ireland  or  Israel.” 

One  reason  for  that  is  the  American 
workers’  comfort  level  with  speaking  up  and 
offering  suggestions.  “A  good  American 


programmer  will  push  back  and  say,  What 
you’re  asking  for  doesn’t  make  sense,  you 
idiot,”  Zupnick  says.  “Indian  programmers 
have  been  known  to  say,  This  doesn’t  make 
sense,  but  this  is  the  way  the  client  wants 
it.”  Thus,  work  takes  more  time  and  money 
to  complete.  And  a  project  that’s  common 
sense  for  a  U.S.  worker — like  creating  an 
automation  system  for  consumer  credit 
cards — may  be  a  foreign  concept  offshore. 
Additionally,  offshore  vendors  often  lack 
developer  experience  (the  average  experience 
of  offshore  developers  is  six  years). 

On  average,  IT  organizations  going  off¬ 
shore  will  experience  a  20  percent  decline  in 
application  development  efficiency  during  the 
first  two  years  of  a  contract  as  a  result  of  such 
differences,  Meta  Group  Vice  President  of 
Service  Management  Strategies  Dean  Davi¬ 
son  says.  According  to  Meta  Group,  lags  in 


productivity  can  add  as  much  as  20  percent 
in  additional  costs  to  the  offshore  contract. 

Another  productivity  killer  is  high  turn¬ 
over  at  offshore  vendors.  Attrition  rates 
climb  as  high  as  35  percent  in  India,  accord¬ 
ing  to  the  National  Association  of  Software 
and  Service  Companies.  “Unless  you  can 
somehow  address  that  in  your  contract, 
you’re  paying  for  someone  to  learn  your 
product  and  then  they’re  gone,”  Zupnick 
says.  Turnover  can  cost  an  additional  1  per¬ 
cent  to  2  percent. 

Finally,  communication  issues  can  slow 
things  to  a  halt.  “We  had  to  do  a  lot  more 
face-to-face  interaction  than  originally  antic¬ 
ipated  because  [offshore  workers]  just  didn’t 
interpret  things  the  same  way,”  says  DHL’s 
Kifer.  “That  resulted  in  a  lot  more  travel 
there  or  bringing  them  onshore  to  bridge 
that  gap.  We  did  that  a  lot  more  often  than 
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This  little  book  is  free. 

It  could  save  you  millions. 

Outsourcing  is  a  big  deal.  How  you  structure  your  outsourcing  agreement 
will  determine  its  success  or  failure.  But  doing  it  right  isn’t  easy.  This  little 
book  from  Gartner  tells  you  how  to  build  a  durable  deal  that  could  save 
you  a  lot  of  time  and  money. 

The  cost  is  zero.  Not  a  bad  deal. 

For  your  free  copy  and  to  learn  more  about  outsourcing, 
just  call  +1  203  316  1111  or  go  to  gartner.com/outsourcing. 
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the  model  would  have  prescribed.”  Lan¬ 
guage  and  other  cultural  differences  can  cost 
an  extra  2  percent  to  5  percent,  according  to 
Meta  Group. 

Bottom  line:  Expect  to  spend  an  extra 
3  percent  to  27  percent  on  productivity  lags. 

The  Cost  of  Ramping  Up 

Well-defined  and  accepted  internal  software 
development  and  maintenance  processes  are 
also  key  to  making  an  offshore  situation 
work.  “If  you’re  an  organization  that  devel¬ 
ops  and  maintains  by  the  seat  of  your  pants, 
or  it’s  a  case  where  Mary  Jo  and  Fred  have 
been  here  for  30  years  and  they  know  how 
to  do  everything,  you  are  in  trouble ,”  says 
Raspallo,  who  currently  sends  65,000  man¬ 
hours  of  work  to  India. 


Level  3  across  the  entire  global  IS  team.  “It’s 
a  big  project,  and  it  entails  a  significant  level 
of  training  and  education,”  he  says.  “But  if 
you’re  going  to  take  full  advantage  of  off¬ 
shore  outsourcing,  you  have  to  raise  your 
own  maturity  level.”  Not  everyone  was  gung 
ho  about  the  new  level  of  discipline  required, 
but  Kifer  lit  a  fire  under  them  with  annual 
bonuses  tied  to  certification. 

The  ability  to  write  clear  specifications  is 
also  critical  to  achieving  offshore  savings. 

“When  you’re  doing  this  stuff  internally, 
you  tend  to  be  much  more  cavalier,”  says 
Hergenroether.  “When  you  have  to  package 
specs  to  go  outside  the  company,  that  has 
to  be  done  exceptionally  well.”  Creating  a 
great  spec  package  is  costly  and  time-con¬ 
suming.  On  a  1,000  man-hour  project  for 
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Talk  to  David  Raspallo 


Outsourcing  is  a  tangled,  more 
expensive  web  than  you  think. 

What  are  the  real  costs  of  going 
offshore?  David  Raspallo,  CIO  of  Textron 
Financial,  knows.  Until  Sept.  15,  go  to  ASK 
THE  SOURCE  to  query  him  on  offshore 
issues— costly  and  otherwise.  Go  to 
www.cio.com/ask  CIO.COITI 


recorded,”  explains  DHL’s  Kifer.  “We  have 
as  many  as  100  projects  a  year,  all  with  an 
offshore  component,  so  you  can  imagine  the 
number  of  invoices  and  time  sheets  that 
have  to  be  audited  on  any  given  day.” 

At  DHL,  each  project  manager  oversees 
the  effort.  He  audits  the  time  sheets  from 
the  vendor  and  rolls  the  figure  into  an 
invoice,  which  then  has  to  be  audited  against 


you  can  throw  offshore  jobs  over  the  wall  and  start  saving  money 
right  away.  You  have  to  build  in  up  to  a  year  for  ironing  out  cultural  differences.” 

-HANK  ZUPNICK,  CIO  OF  GE  REAL  ESTATE 


Raspallo  spent  five  months  and  $80,000 
in  consulting  fees  to  get  ISO  certified  in 
1998,  which  puts  his  company  at  about 
Level  3  in  terms  of  his  employees’  “capabil¬ 
ity  maturity”  in  developing  software.  He 
also  invested  in  an  automated  Web-based 
system  to  support  the  new  software  devel¬ 
opment  and  labor  management  practices. 
Most  of  the  Indian  offshore  companies  are 
ISO  certified  and  at  Capability  Maturity 
Model  (CMM)  Level  3  or  5.  “If  your  own 
staff  can’t  get  used  to  working  at  that  level, 
you’re  going  to  have  a  major  disconnect,” 
Raspallo  says. 

If  a  company  doesn’t  create  solid  in-house 
processes,  “the  vendor  will  have  to  put  more 
people  onsite  to  compensate  for  your  inad¬ 
equacies,  and  they’ll  spend  all  of  your  sav¬ 
ings,”  says  Meta  Group’s  Davison. 

DHL  America’s  IT  department  spent  a  full 
year  to  get  to  CMM  Level  2  in  2002.  Kifer  is 
aiming  to  be  at  Level  3  in  the  United  States 
this  year,  with  the  ultimate  goal  of  achieving 


example,  Hergenroether’s  staff  will  spend 
100  hours  to  create  a  spec  package. 

At  the  other  end  of  the  process  is  quality 
assurance  (QA)  testing,  an  area  which  must 
become  more  robust  in  an  offshore  arrange¬ 
ment.  “We  essentially  picked  up  two  shifts  of 
people  in  India  working  while  we  slept.  The 
work  we  sent  out  at  4  p.m.  came  back  to  us 
at  10  a.m.,  and  we  didn’t  have  a  QA  funnel 
big  enough  to  handle  that,”  says  Radio  Shack 
CIO  Evelyn  Follitt,  who  now  hires  more  tem¬ 
porary  QA  staffers  during  development  time. 

Bottom  line:  Expect  to  spend  an  extra 
1  percent  to  10  percent  on  improving  soft¬ 
ware  development  processes. 

The  Cost  of  Managing 
an  Offshore  Contract 

Managing  the  actual  offshore  relationship 
is  also  a  major  additional  cost.  “There’s  a 
significant  amount  of  work  in  invoicing,  in 
auditing,  in  ensuring  cost  centers  are  charged 
correctly,  in  making  sure  time  is  properly 


the  overall  project,  which  is  then  funneled 
to  finance  for  payment.  Kifer’s  staff  has  been 
a  bit  overwhelmed.  “We  knew  there  would 
be  invoicing  and  auditing,”  he  says.  “But 
we  didn’t  fully  appreciate  the  due  diligence 
and  time  it  would  require.” 

At  GE  Real  Estate,  managing  the  offshore 
vendor  is  such  a  big  task  that  Zupnick 
assigned  someone  to  handle  it  on  a  half-time 
basis  at  a  $50,000  salary.  The  individual 
makes  sure  projects  move  forward,  and 
develops  and  analyzes  vendor  proposals 
against  the  RFPs  when  it  comes  time  to  bid 
out  new  work. 

“It’s  a  critical  job,”  Zupnick  says.  “That’s 
the  price  you  have  to  pay  to  make  this 
work.” 

Bottom  line:  Expect  to  pay  an  additional 
6  percent  to  10  percent  on  managing  your 
offshore  contract.  BE] 


Share  your  offshore  outsourcing  stories  with  Senior 
Writer  Stephanie  Overby  at  soverby@cio.com. 
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“The  Select  Member  CIO 
you  put  me  in  touch  with 
was  knowledgeable, 
forthcoming  and  extremely 
helpful.  His  shop  and 
ours  have  much  in  common. 
The  call  was  excellent!” 

-CIO  of  a  $7  billion 
insurance  company 

“I  am  getting  tremendous 
value  out  of  the  board-level 
presentations  I  have  down¬ 
loaded  from  Select.” 

-CIO  of  a  $3  billion 
manufacturer 


BENEFIT  FROM  THE  EXPERIENCE  OF  YOUR 
PEERS -JOIN  CIO  SELECT. 

CIO  Select  is  an  exclusive 


helps  CIOs  share  ideas, 
documents  and  advice. 


Membership  in  CIO  Select  is  reserved  for  CIOs 
of  midsize  to  large  organizations. 


CIO 


The  Resource  for 
Information  Executives 


ClOSelect 

AN  EXCLUSIVE  PEER  SERVICE  FOR  CIOs 


For  Information  and  Membership  Pricing: 

Contact  Martha  Heller,  Director,  CIO  Select, 
at  508.988.6738  or  mheller@c/o.com  or 
via  www.cio.com/community/selecthtml. 


Business  Continuity 


CIO 


SEPTEMBER  1,  2003  •  www.cio.com 


PHOTO  BY  SHERI  O'NEAL 


PREPARED 


When  a  May  4  tornado  made  its  way 

estern  Tennessee  town  of  Jackson— 
* 

located  in  the  infamous  Tornado  Alley— Josh  Hart, 
CIO  of  Aeneas  Internet  and  Telephone,  was  armed 
with  a  three-pronged  continuity  plan  that  hinged 
upon  colocation,  distribution  and  backups.  Behind 
^Hart  is  a  building  in  Jackson  that  the  tornado 
destroyed. 


Business  Continuity 


. 


touched  down  in  Jackson, 
Tenn.,  destroying 
everything  in  its  path, 
including  Aeneas  Internet 
and  Telephone  (above). 
The  ISP,  with  about 
10,000  Internet  and 
2,500  telephone 
customers,  lost  nearly 
$1  million  in  hardware 
and  software,  and  72 
hours  of  downtime.  A 
flag  was  placed  atop 
the  rubble. 


At  2  a.m.,  with  those  images  in  the  back¬ 
ground,  Hart’s  cell  phone  rang — it  was 
Aeneas  Network  Administrator  Jason  War¬ 
ren  calling  from  what  he  likened  to  Ground 
Zero  to  report  that  everything  in  Jackson 
was  lost.  Another  call  came  in  from  CEO 
Jonathan  Harlan. 

“I’m  listening  to  [Warren]  tell  me  what 
it’s  like,  and  he  says,  ‘It  doesn’t  even  look 
like  there  was  an  office  here,”’  remembers 
Hart,  25.  “The  tornado  destroyed  our  com¬ 
puters,  our  desks,  everything.  I  couldn’t 
believe  what  he  was  telling  me.” 

Aeneas  lost  nearly  $1  million  in  hardware 
and  software  that  night,  and  an  estimated 
72  hours  of  downtime.  But  just  as  Aeneas  in 
Virgil’s  Aeneid  endured  the  worst  the  gods 
had  to  offer,  so  too  did  this  Aeneas.  This 
one,  however,  was  wise  enough  to  have  cre¬ 
ated  a  contingency  plan — one  that  mini¬ 
mized  the  damage  and  kept  the  company 
afloat  during  its  darkest  hour. 

The  company  is  not  alone.  After  a  nation¬ 
wide  scramble  to  prepare  for  high-impact, 
low-probability  events  similar  to  the  attacks 
of  Sept.  11,  CIOs  have  since  realized  that 
their  organizations  are  far  more  likely  to 
succumb  to  another  type  of  event — one  that 
has  a  high  probability  of  occurring  and, 
curiously  enough,  is  probably  simpler  to 
predict:  the  weather.  For  example,  in  June, 
while  the  Atlantic  seaboard  was  bracing  for 
the  start  of  hurricane  season,  Arizona  was 
busy  battling  forest  fires  (see  “Go  Ask  the 
Weatherman,”  Page  74).  And  in  Harris 
County,  Texas,  in  2001,  a  tropical  storm 
and  resulting  flood  taught  one  IT  executive 
the  importance  of  flexibility. 

Both  Aeneas’s  Hart  and  Steven  W. 
Jennings,  Harris  County’s  executive  direc¬ 
tor  of  central  technology,  share  their  expe¬ 
riences  here  in  an  effort  to  provide  best 
practices  and  battle-tested  secrets  about 
which  preparations  work  best.  According 
to  Carol  Kelly,  vice  president  of  government 
strategies  for  Meta  Group,  these  are  lessons 
from  which  everyone  can  learn.  “When  dis¬ 
aster  strikes,  you  want  to  be  ready  with  a 
plan  of  action  and  an  approach  of  how  to 
deal,”  she  says.  “You  might  be  ready  for 


the  next  terrorist  attack,  but  if  you’re  not 
ready  for  the  next  nor’easter,  your  plans 
won’t  amount  to  much.” 

BIG  PLANS  FOR  A 
SMALL  COMPANY 

Aeneas  launched  its  contingency  plan  when 
it  was  founded  in  1996;  since  then,  CIO 
Hart  has  enhanced  the  strategy  gradually 
almost  every  year.  In  early  2002,  as  the  ISP 
neared  10,000  Internet  customers,  he  and 
his  network  administrator,  Warren,  thought 


up  the  company’s  most  comprehensive 
approach  yet.  While  they  determined  that 
the  likelihood  of  a  terrorist  attack  on  the 
western  Tennessee  town  of  Jackson,  popu¬ 
lation  59,600,  was  slim  to  none,  they  con¬ 
cluded  that  because  of  the  municipality’s 
location  in  the  central  United  States’  infa¬ 
mous  Tornado  Alley,  the  plan  should 
respond  to  the  next  most  likely  cause  of  dis¬ 
aster — twisters.  What  ensued  was  a  three¬ 
pronged  plan  that  hinged  upon  colocation, 
distribution  and  backups. 
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US  LEC  —  not  bigger,  just  better. 


Not  so  long  ago,  you  were  on  the  way  up,  too. 


Rising  to  the  top  is  the  reward  for  hard  work  and  dedication.  And  to  the 
top  is  just  where  we're  heading,  with  an  approach  to  communications 
services  that  our  "better  known"  competition  can't  match.  Since  our 
inception  in  1 996,  US  LEC  has  experienced  exceptional  growth,  fast 
becoming  the  premier  partner  for  voice,  data  and  Internet  service  to 
businesses  throughout  the  Southeast  and  Mid-Atlantic. 

How  did  we  do  it?  We  recognized  there  was  more  to  telecommunications 
than  simply  offering  products  and  selling  more  of  them.  So,  we  decided 
on  a  better  approach  —  one  that  still  provides  business  customers  with 
superior  solutions,  but  with  a  "customer-comes-first"  attitude.  This 
philosophy  and  our  timeless  1 00%  Customer  Satisfaction  Guarantee 


have  taken  us  to  new  levels  of  unparalleled  service  —  enabling  US  LEC 
to  maintain  one  of  the  highest  customer  retention  rates  in  the  industry  — 
year-end  and  year-out.  That  philosophy  also  means  we  work  hard  to 
continue  earning  our  customers'  business  each  and  every  day. 

And,  with  our  own  network  and  digital  switching  centers,  we  can 
control  our  products'  quality  and  service  —  providing  customers  with 
a  better  telecommunications  experience. 

At  US  LEC,  we  know  making  it  to  the  top  means  working  harder. 

For  a  communications  provider  as  dedicated  to  success  as  you  are, 
call  US  LEC  at  800.588.7280  or  visit  www.uslec.com/ciomag.asp. 


©  2003.  All  rights  reserved. 
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While  the  Southeast  was  a 

magnet  for  billion-dollar 
weather  disasters  from  1980 
to  2002,  every  state  had 
some.  Michigan  and  Wiscon- 
sin  had  three  or  fewer  such 
events.  Hawaii  (not  pictured) 
had  one  event  amounting  to 
$1  billion  in  the  same  time 
period.  Alaska  had  none. 


Number  of  billion-dollar-plus  events  from  1980 to  2002 


SOURCE" :  NATIONAL  OCEANIC  AND  ATMOSPHERIC  ADMINISTRATION  S  NATIONAL  CLIMATIC  DATA  CENTER 


■  First,  by  employing  Border  Gateway  Pro¬ 
tocol  (BGP)  programming  on  a  high-class 
circuit  shared  with  an  ISP  90  miles  down 
Interstate  40  in  Memphis,  Aeneas  would 
colocate  in  real-time  its  IP  addresses  and 
reroute  data  traffic  offsite  during  any  local 
disruption.  With  this  system,  servers  would 
automatically  reroute  Internet  service  oper¬ 
ations  the  moment  a  disruption  occurred. 
In  theory,  at  least,  that  would  guarantee 
continuity  of  operations  across  the  board. 

■  Next,  the  company  distributed  its  voice 
traffic  dynamically,  paving  the  way  to 
switch  its  T1  connections  from  one  fiber 
node  in  the  Bell  South  network  to  another, 
in  the  event  of  a  sudden  telecommunications 
infrastructure  failure.  This  system  was 
designed  to  preserve  continuity  much  like 
the  BGP  system. 

■  Finally,  the  company’s  network  adminis¬ 
tration  team  engineered  applications  that 
stored  customer  records  and  other  data  on 
tape  as  well  as  on  backup  hard  drives. 
Though  the  tape  and  hard  drives  were 
stored  onsite  at  the  Jackson  location.  Hart 
and  Warren  figured  onsite  backup  was  bet¬ 
ter  than  none. 

This  strategy  wasn’t  put  to  the  test  until 
tornado  season  this  year,  when  hardware, 
software  and  pieces  of  the  local  infrastruc¬ 
ture  were  destroyed  May  4.  Business  cus¬ 
tomers  on  T1  lines  lost  their  connections  as 
soon  as  the  tornado  struck.  ISP  traffic  also 


“When  you  have  hundreds  of  T1  lines 
that  need  to  be  moved  from  one  node  to  the 
next,  there’s  a  lot  of  reengineering  that  needs 
to  take  place,”  says  Hart.  “We  thought  we 
were  prepared,  but  I’m  not  sure  we  ever 
considered  just  how  difficult  this  would  be.” 

BUMPS  IN  THE  DISASTER 
RECOVERY  ROAD 

Beyond  the  challenges  inherent  in  rerouting 
traffic,  the  remediation  effort  hit  two  other 
snags.  The  first  revolved  around  colocation; 
because  the  colocation  arrangement  with  the 
Memphis  ISP  was  still  being  set  up  at  the 
time  of  the  tornado,  the  Memphis  site  didn’t 
yet  have  sufficient  servers.  To  remedy  the 
situation,  Aeneas  staff  members — and  fam- 


two  setbacks  involved  the  company’s  tape 
and  hard-drive  backups.  It  was  clear  from 
the  beginning  that  most  of  the  company’s 
paper-based  customer  records  had  fallen  vic¬ 
tim  to  Mother  Nature,  but  four  days  after 
the  tornado,  Hart  and  Warren  discovered 
that  the  electronic  tape  and  hard-drive  back¬ 
ups  had  failed  as  well.  Hart  finally  uncov¬ 
ered  the  tape  and  hard  drives  May  8 — when 
he  pulled  the  tape  from  the  rubble,  it  was 
so  badly  damaged  that  he  hardly  recognized 
it.  Hart  passed  the  hard  drives  on  to  a  num¬ 
ber  of  local  data  recovery  specialists  to  see  if 
they  could  retrieve  anything.  One  by  one, 
each  came  up  empty. 

Finally,  as  a  last  resort,  Hart  plucked  the 
hard  drives  from  four  different  nonfunc- 


We  thought  we  were  prepared,  but 
I’m  not  sure  we  ever  considered 
just  how  difficult  this  would  be.” 

-Josh  Hart,  CIO,  Aeneas  Internet  and  Telephone 


went  down  immediately  and  took  36  hours 
to  restore.  The  fiber  node  switch  to  recover 
voice  traffic  took  a  bit  more  time,  as  Aeneas 
programmers  worked  around  the  clock  with 
technicians  from  Bell  South  to  migrate  the 
T1  connections  from  the  old  node  to  the 
new,  finalizing  the  switch  nearly  three  days 
after  the  twister  hit. 


ily  and  friends — drove  to  Memphis  with 
additional  equipment  to  handle  the  load. 
The  company  had  some  of  this  equipment 
on  hand — what  it  didn’t  have.  Hart  and 
Warren  purchased  online  and  had 
overnighted  to  their  homes.  All  told,  colo¬ 
cation  was  down  for  about  a  day  and  a  half. 

The  larger  and  more  formidable  of  the 


tioning  computers  and  turned  them  over  to 
Kroll  OnTrack,  a  data  recovery  company  in 
Minneapolis.  Miraculously,  the  vendor  dis¬ 
covered  a  recent  copy  of  the  customer 
records  database  on  all  four  computers  and 
was  able  to  recover  all  of  the  customer  data 
and  return  it  to  Aeneas,  delaying  printing  of 
its  May  bills  only  minimally. 
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Users  are  frustrated . . . 


and  every  day  you  spend  more 
not  to  fix  the  problem. 


cymbk?* 

byCysive 

You’ve  tried  to  integrate  your  systems,  but 
from  your  user’s  point  of  view,  it’s  still  a  mess. 
They  can’t  find  what  they  need  to  find,  or  do 
what  they  need  to  do.  The  worst  part  is,  it’s 
costing  you  a  fortune  to  frustrate  them. 

Take  a  look  at  Cysive  Cymbio®.  It’s  all  about 
making  user  interaction  work. 


Download  the  Cysive®  User  Interaction 
Management  White  Paper. 

www.cysive.com 
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How  the  National  Weather  Service  prepares  for  natural  disasters 


Even  those  who  predict  the  weather  know  enough  to  plan  for  the  worst— just  ask 
Barry  West,  CIO  at  the  National  Weather  Service  (NWS).  With  122  weather  forecasting 
offices  and  more  than  400  radio  transmitters  all  over  the  country,  the  NWS  is  more 
vulnerable  to  weather  disasters  than  even  the  largest  company.  According  to  West,  all 
of  those  data  centers  function  with  the  help  of  the  organization's  continuity  of  opera¬ 
tions  planning. 

This  planning  effort  is  designed  to  minimize  hardware  loss  in  the  event  of  natural 
disasters  of  any  kind.  The  effort  incorporates  weather  forecasts  into  a  plan  to  disman¬ 
tle  the  expensive  radio  transmitting  facilities  when  the  weather  itself  threatens  their 
existence.  When  flames  threatened  a  radio  transmitter  station  during  forest  fires  in 
Arizona  in  June,  for  instance,  the  strategy  kicked  into  full  gear,  and  NWS  technologists 
rushed  into  the  hills  to  dismantle  the  station. 

"We  have  too  much  invested  in  these  sites  to  run  the  risk  of  letting  Mother  Nature 
destroy  them,"  says  West.  “We  provide  weather  data  to  just  about  everyone  in  the 
country,  and  if  our  system  goes  down,  the  whole  network  falls  apart.” 

The  NWS  has  embarked  on  a  drive  to  strengthen  its  continuity  plan  even  further, 
investing  millions  into  a  backup  site  for  the  organization’s  telecommunications  plat¬ 
form  nationwide,  according  to  West.  The  site,  a  satellite-based  system,  is  designed 
specifically  to  respond  to  every  weather  threat  whatsoever,  including  hurricanes, 
twisters  and  even  dust  storms.  Once  live,  the  backup  site  can  be  used  to  run  telecom¬ 
munications  and  data  monitoring,  and  switch  systems  at  a  moment’s  notice.  West 
says  the  NWS  will  test  it  regularly,  as  frequently  as  once  a  week.  -M.V. 


LARGE  ORGANIZATION, 

EVEN  LARGER  PLANS 

For  an  IT  organization  as  small  as  Aeneas, 
the  tornado  presented  sizeable  challenges.  But 
for  the  IT  organization  of  Harris  County, 
Texas,  which  services  more  than  15,000 
county  employees  and  nearly  3.5  million  con¬ 
stituents,  the  problems  presented  by  Tropical 
Storm  Allison  were  downright  monumental. 

Disaster  struck  June  6,  2001 — the  second 
day  of  a  five-day  storm — when  atmospheric 
conditions  caused  a  cloud  to  linger  over  the 
Houston  area  for  nearly  six  hours,  dropping 
more  than  39  inches  of  rain.  By  the  time  the 
clouds  parted,  Harris  County  government 
had  lost  five  buildings  and  most  of  the  com¬ 
munications  and  other  hardware  and  soft¬ 
ware  in  them  to  water  damage.  The  price 
tag:  a  whopping  $24  million. 

Fortunately,  though,  Executive  Director 
of  Central  Technology  Steve  Jennings  had 
prepared  for  such  an  event.  When  Jennings 
joined  county  government  in  1975,  he  estab¬ 
lished  continuity  planning  to  address  natural 
disasters,  such  as  flooding  and  hurricanes. 
The  plan,  which  he  dubbed  the  Four  R 
strategy,  hinges  on  four  incremental  steps — 
review,  rewire,  relocate  and  rebuild. 

With  this  in  mind,  Jennings  attacked  the 
recovery  immediately,  following  his  plan  like 
a  bible.  The  morning  after  the  deluge,  he  and 
his  top  advisers  met  to  review  assets  and 
assess  damages.  Next,  because  Harris 
County  is  public  and  qualifies  for  federal  aid, 
Jennings  called  in  the  Federal  Emergency 
Management  Agency  (FEMA)  to  inspect  the 
damage  and  lend  him  some  disaster  recovery 
expertise.  He  also  brought  in  NetVersant 
Solutions  to  lay  new  fiber-optic  cables.  This 
process  took  approximately  six  weeks.  In  the 
meantime,  Jennings  reconvened  his  advisers, 


and  put  together  an  emergency  relocation 
plan  to  disperse  county  employees  into  avail¬ 
able  office  space  on  high,  dry  ground.  Three 
months  later,  he  tapped  into  the  first  of  sev¬ 
eral  batches  of  funding  from  FEMA  to  start 
rebuilding,  spending  millions  on  treating 
buildings  for  water  damage. 

Jennings  also  worked  double  time  to 
ensure  that  county  communications  didn’t 
miss  a  beat.  “We  utilized  existing  remote 
access  facilities  that  allowed  county  employ¬ 


ees  to  dial  in  from  home  until  their  new 
offices  were  finished,”  he  says.  This  was 
done  for  employees  whose  jobs  were 
deemed  critical  to  county  operations  and  for 
those  for  whom  the  county  couldn’t  find 
alternative  space.  Jennings  then  mobilized  a 
force  of  technicians  to  install  high-speed 
connections  at  the  homes  of  those  employees 
who  needed  it  most. 

Finally,  with  the  help  of  the  county  clerk’s 
office,  Jennings  activated  a  cache  of  300  Cin- 


ii 


Mother  Nature  never  follows 
a  script,  especially  not  the  one  you 
wrote.” 

-Steve  Jennings,  executive  director  of  central  technology,  Harris  County,  Texas 
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IS  THE  ULTIMATE 


FIREWALL 

(ISC)2-  SECURITY  THAT  TRANSCENDS  TECHNOLOGY*1 


Even  organizations  with  identical  security  technology  can  have  information  systems  whose  trustworthiness  isn’t 
comparable.  Skilled,  motivated  and  reliable  security  architects,  designers,  implementers,  administrators  and 
managers  make  the  difference.  Experts  whose  abilities  are  coveted,  because  as  holders  of  CISSP®  and  SSCP® 
credentials,  they’re  the  trusted  constituents  of  the  non-profit  consortium  of  industry  leaders  known  as  (ISC)2”. 

(ISC)2  is  a  non-profit  consortium  of  industry  leaders  whose  charter  is  to  compile  and  maintain  the  most 
comprehensive  Common  Body  of  Knowledge  (CBK)™.  And  from  this  CBK,  develop  the  industry  standards  for 
training  and  credentialing.  Those  professionals  who  earn  CISSPs  and  SSCPs,  share  the  credibility  of  the 
internationally  recognized  Gold  StandardSM  in  information  security. 


For  more  information  on  training  or  certification,  please  call 

1.888.333.4458 


or  visit 


www.isc2.org 


(ISC) 


CISSP' 


SSCP* 


Business  Continuity 


You  get  only  one  chance  to  respond  to  a  weather  catastrophe.  According  to 
Al  Berman,  senior  vice  president  and  leader  of  the  national  business  continuity 
management  practice  at  Marsh,  IT  organizations  of  every  size  should  test  their 
disaster  recovery  strategies  regularly.  He  offers  the  following  tips. 

1.  Back  up  all  critical  data  at  least  daily,  including  data  to  redundant  servers, 
network  drives,  and  tape  or  optical  drives.  Backups  should  be  performed  more 
frequently  for  data  that  cannot  be  reconstructed  from  any  other  source. 

2.  Back  up  laptops  and  ensure  that  critical  data  is  not  stored  on  C  drives  but  is 
stored  to  network  servers  that  are  backed  up  and  stored  offsite.  Many  businesses  fail 
to  realize  the  importance  of  data  stored  locally  on  laptops.  Due  to  their  mobile  nature, 
they  can  easily  be  lost  or  damaged. 

3.  Maintain  copies  of  all  backups  offsite.  This  is  especially  important  if  an  entire 
server  is  damaged  or  destroyed.  SmartSync  Software,  Sun  Microsystems  and  Veritas 
Software  provide  software  that  automatically  backs  up  data  to  an  offsite  server  daily. 

4.  Schedule  regular  reviews  of  computer  security  to  help  prevent  unauthorized 
access,  modification  or  deletion  of  data. 

5.  Create  a  disaster  recovery  plan  as  part  of  a  comprehensive  business 

continuity  plan.  -M.V. 


gular  cell  phones,  which  had  been  reserved  to 
help  the  blind  vote  on  Election  Day,  and  dis¬ 
tributed  them  on  an  as-needed  basis  to  county 
departments.  “Those  phones  are  deactivated 
for  1 1  months  of  the  year,  but  they  were  avail¬ 
able  and  we  needed  them,”  he  says,  noting 
that  network  administrators  deactivated  the 
phones  and  retrieved  them  once  they  man¬ 
aged  to  bring  each  department  back  online. 
“Part  of  recovering  from  a  disaster  is  making 
use  of  everything  you  can  find,  and  we  did 
just  that.”  When  all  was  said  and  done,  it 
took  the  county  about  a  year  to  return  to  nor¬ 
mal,  which,  according  to  Jennings,  was  pretty 
good  given  the  scope  of  the  damage. 

LESSONS  LEARNED 

Jennings  says  the  storm  confirmed  his  belief 
that  continuity  plans  should  be  flexible  and 
horizontally  applicable.  Before  the  flood, 
Harris  County’s  disaster  recovery  plan  was 
conceived  to  respond  to  potentially  any  dis¬ 
aster,  but  it  typically  addressed  single  events 
such  as  the  loss  of  a  building,  a  network  or 
a  system.  It  was  flexible  enough,  however, 
that  it  worked  even  when  the  county  was 
faced  with  recovering  multiple  facilities.  He 
adds  that  Harris  County  government  “uses 
different  portions  of  the  plan  for  total  recov¬ 
ery.”  Today,  the  Harris  County  continuity 
plan  incorporates  suggestions  from  employ¬ 
ees  who  were  part  of  the  recovery  process 
and  lists  scenarios  for  various  “disaster  com¬ 
binations”  that  could  occur  during  the  next 
big  storm — such  as  what  to  do  if  both  the 
jail  and  family  court  gets  hit.  When  that 
storm  does  happen,  Jennings  says  he’ll 
respond  even  faster  than  he  did  in  2001. 

The  next  time  a  weather  event  occurs, 
Jennings  says  he’ll  also  have  the  added  ben¬ 
efit  of  wireless.  After  the  flooding,  as  Jen¬ 
nings  tried  to  rewire  the  Harris  County  jail, 
he  spent  $200,000  on  Lynx  high-definition 


Learn  More  About  IT  and  the  Weather 


Explore  the  IT  behind  long-range  weather 
forecasting  at  www.cio.com/printlinks  by 

reading  Matt  Villano’s  "A  Smile  Makes  a  Lousy 
Umbrella." 

cio.com 


wireless  technology  as  an  interim  solution. 
The  technology  worked  so  well  that  he  kept 
it  and  now  has  it  on  hand  to  pinch-hit  dur¬ 
ing  the  next  crisis.  If,  for  example,  a  storm 
knocks  out  phone  lines  in  the  southeast  cor¬ 
ner  of  the  county,  Harris  can  set  up  wireless 
in  hours.  In  addition,  if  another  rainstorm 
waterlogs  some  of  the  underground  fiber 
optics  downtown,  Harris  can  use  the  tech¬ 
nology  to  provide  emergency  telephone  serv¬ 
ice  to  anyone  who  needs  it. 

“Mother  Nature  never  follows  a  script, 
especially  not  the  one  you  wrote,”  Jennings 
quips.  “As  we  have  more  experience  recov¬ 
ering  from  the  disasters  she  wields,  we’ll  have 
a  better  sense  of  which  remedies  work  best.” 

At  Aeneas,  Hart  notes  that  from  “now 
until  the  end  of  time,”  he’ll  keep  an  elec¬ 
tronic  records  backup  offsite  to  eliminate 
the  problems  he  endured  in  recovering  those 
mission-critical  customer  files.  Planning  for 
offsite  backup  had  begun  before  the  May 
tornado,  and  the  site  is  now  up  and  running 


in  Memphis.  Hart  admits  that  his  error  in 
planning  nearly  cost  Aeneas  everything, 
adding  that  he’ll  never  make  that  mistake 
again.  Another  misstep  Hart  says  he’d  cor¬ 
rect  is  the  way  he  handled  the  media  in  the 
days  following  the  tornado.  If  he  could  do  it 
all  over  again,  Hart  says,  he  would  have 
been  on  the  phone  immediately  with  news¬ 
papers,  TV  stations  and  radio  outlets  to 
jump-start  the  company’s  PR  campaign  and 
assuage  customer  concerns. 

“[Our  customers]  must  have  been  watch¬ 
ing  the  TV  news  thinking,  ‘Man,  that’s  my 
ISP,’  and  we’re  too  busy  working  on  restor¬ 
ing  systems  to  think  about  putting  their 
minds  at  ease,”  he  says.  “Restoring  tech¬ 
nology  after  a  disaster  is  important.  But 
rebuilding  customer  confidence.. .it  doesn’t 
get  more  important  than  that.”  ran 


Matt  Villano  is  a  freelance  writer  based  in  Moss 
Beach,  Calif.  Do  you  have  a  disaster  story  to  tell?  If 
so,  e-mail  us  at  letters@cio.com. 
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The  right  partner  makes 
all  the  difference*  ' 


Whether  it’s  dancing  until  dawn  in  Carnaval 
-  or  developing  an  IT  strategy  that  is  in 
sync  with  the  new  global  economy  -  the 
right  partner  can  make  all  the  difference. 

Since  the  mid-90’s,  AmazonTech’s 
workforce  has  collaborated  on  some  of 
the  most  complex  systems  integration 
projects  ever  undertaken.  Moreover, 
AmazonTech  has  established  strategic 
alliances  throughout  Brazil  -  home  to 
the  largest  and  most-knowledgeable  IT 
workforce  in  Latin  America. 


Through  our  outsourcing  services,  you  are 
now  able  to  tap  this  precious  natural 
resource  which: 

•  provides  a  wider  range  of  technical  skills 
and  assured  quality  at  lower  cost 

•  simplifies  management  by  giving  you 
tactical  control  through  direct 
collaboration  with  an  onsite  team 

•  produces  quicker  results  -  enabling  you 
to  respond  better  to  the  critical  issues  in 
your  business 


And  you  get  all  of  this  along  with  the 
convenience  and  peace  of  mind  of 
managing  your  offshore  investment  on 
this  side  of  the  globe. 

Visit  us  at  www.amazontech.com  or 
call  781.938.5500 


AmazonTech. 

OFFSHORE  OUTSOURCING 


Rhonda  overrules 


Bruce  changes  policy 


Jane  receives  and  routes 


Harry  resolves 


Dick  responds 


e  every  Tom,  Dick^amd  Harry  dyt 


Here’s  what  some  very  smart  people  are  saying.  Gartner  has  just  positioned  Pegasystems  in  the  Leaders  quadrants 
in  both  its  Business  Rule  Engine  and  Pure-Play  BPM  Magic  Quadrants  —  the  only  company  to  be  so  recognized.  Smart  and  simple- 
to-use  business  process  management  can  be  achieved  only  when  driven  by  sophisticated  rules  engines.  Our  unique  approach 
gives  you  the  agility  to  more  easily  manage  both  the  processes  and  the  business  decisions  that  drive  them  — 
not  just  the  routing  and  assigning  of  work,  but  also  its  resolution.  So  you  achieve  real  R01.  It’s  simply 
smart  BPM™  and  it’s  only  from  Pegasystems.  For  copies  of  the  full  Gartner  Magic  Quadrant 
reports,  call  1-866-PEGA-BPM ,  orvisitwww.pega.com/mq. 

simply  smart  BPM" 

NOTE:  Research  Note.  The  Business  Rule  Engine  2003  Magic  Quadrant,  J.  Sinur,  7  April  2003;  and  Research  Note:  Magic  Quadrant  for  Pure-Play  BPM,  2Q03,  J.  Sinur,  J.  Thompson,  2  June  2003.  The  Magic  Quadrant  is  copyrighted  by  Gartner,  Inc.  and  is  reused 
with  permission,  which  permission  should  not  be  deemed  to  be  an  endorsement  of  any  company  or  product  depicted  in  the  quadrant.  The  Magic  Quadrant  is  Gartner,  Inc.'s  opinion  and  is  an  analytical  representation  of  a  marketplace  at  and  for  a  specific 
time  period.  It  measures  vendors  against  Gartner  defined  criteria  for  a  marketplace.  The  positioning  of  vendors  within  a  Magic  Quadrant  is  based  on  the  complex  interplay  of  many  factors.  Gartner  does  not  advise  enterprises  to  select  only  those  firms  in  the 
"Leaders"  quadrant.  In  some  situations,  firms  in  the  Visionary,  Challenger,  or  Niche  Player  quadrants  may  be  the  right  matches  for  an  enterprise's  requirements.  Well-informed  vendor  selection  decisions  should  rely  on  more  than  a  Magic  Quadrant.  Gartner 
research  is  intended  to  be  one  of  many  information  sources  including  other  published  information  and  direct  analyst  interaction.  Gartner,  Inc.  expressly  disclaims  all  warranties,  express  or  implied,  of  fitness  of  this  research  for  a  particular  purpose. 
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INTEGRATED  ENDEAVORS 
APPLIED  WIRELESS 
VALUE  SYSTEMS 


CUSTOMER  FOCUS 


ORGANIZATION 

Procter  &  Gamble 

PRINCIPAL  BUSINESS 

Consumer  packaged 
goods  manufacturer 

HEADQUARTERS  Cincinnati 

FOUNDED  1837 

NET  SALES  $40.2  billion 

USERS  2,000  to  3,000 

RETAIL  CUSTOMERS 

Thousands  worldwide 

URL  www.pg.com 


300  Brands, 

One  Strategy 


CRM  OBJECTIVES 

Integrate  systems  to  eliminate 
inconsistencies  in  product  data  and 
simplify  the  process  of  synchronizing 
internal  data  with  customers’ 
systems;  develop  a  method  of  tracking 
and  managing  customer  incentives 
globally;  more  efficiently  monitor 
retail  conditions  in  the  field  with  a 
streamlined  sales  force 


THE  PLAYERS 

ROBERT  SCOTT 

Vice  President  of  IT,  Global  Market 
Development  Organization,  P&G 

TIM  BUTLER 

CIO,  North  American  Market 
Development  Organization,  P&G 

ERIK  J.  VERRIJSSEN 

Associate  Director  of  IT,  Global  Market 
Development  Organization,  P&G 


CASE  ANALYST 

DALE  HAGEMEYER 

Principal  Analyst,  Gartner 


When  your  reach  is  as  vast  as  P&G’s,  building  a  worldwide  view  of 
your  customers  is  a  matter  of  thinking  globally  and  acting  locally 

BY  MEG  MITCHELL  MOORE 


WITH  MORE  THAN  5  billion  end  consumers  in 
more  than  160  countries,  Procter  &  Gamble  has 
long  had  an  enviable  global  reach.  The  Cincin¬ 
nati-based  packaged  goods  manufacturer  liter¬ 
ally  makes  products  with  brand  names  from  A  to 
Z,  and  sells  them  all  around  the  world  in  stores 
that  range  from  giants  like  Wal-Mart  to  Mom- 
and-Pop  outfits  operating  off  the  back  of  a  truck. 

But  such  reach,  while  a  blessing  for  brand 
recognition,  has  often  presented  a  challenge 
when  it  comes  to  interacting  with  retailers.  Until 
recently,  P&G  kept  track  of  its  diverse  customer 
base  through  an  equally  diverse  array  of  local 
(often  homegrown)  systems.  That  lack  of  inte¬ 
gration  meant  a  retailer  such  as  Wal-Mart  might 
receive  conflicting  product  and  promotion 
information  about  Crest  toothpaste  from  a 
legacy  trade  funds  system  in  Cincinnati  and  a 
homegrown  shipment  reporting  system  in 
Guangzhou,  China.  If  the  two  systems  had  dif¬ 
ferent  SKUs  for  the  same  product,  it  would  lead 


to  confusion  and  extra  work  for  Wal-Mart  if  the 
retailer  attempted  to  roll  up  its  data  on  world¬ 
wide  Crest  sales.  And  for  P&G,  the  more  variety 
in  its  systems,  the  harder  it  was  for  the  company 
to  dispense  consistent  information  to  its  retailers 
about  its  nearly  300  brands,  not  to  mention  plan 
promotions  and  execute  a  sales  strategy. 

“As  customers  become  more  global,  our  abil¬ 
ity  to  understand,  interact  and  manage  our  busi¬ 
ness  is  limited  by  a  nonintegrated  platform,” 
says  Robert  Scott,  vice  president  of  IT  for 
P&G’s  Global  Market  Development  Organiza¬ 
tion  (MDO).  “Fundamentally,  we  knew  we 
wanted  to  change  that.”  Faced  with  aging  IT 
systems  in  the  late  1990s,  P&G  decided  to  take 
the  plunge  and  launch  a  worldwide  customer 
relationship  management  initiative. 

CRM  is  not  a  term  to  be  tossed  around 
lightly  in  a  company  as  vast  as  P&G — especially 
since  its  global  offices  operate  with  varying 
degrees  of  technological  sophistication.  In  a 
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EXPERT  ANALYSIS 


READING  BETWEEN  THE  LINES 


BY  DALE  HAGEMEYER 


DaleHagemeyerisa 
principal  analyst  in 
Gartner’s  CRM  practice. 
He  can  be  reached  at 
inquiry@gartner.com. 


The  striking  thing  about  Procter  &  Gamble's  approach  to 
CRM  is  that  it  is  rooted  in  a  strategy.  Fully  half  of  the  user 
organizations  I  encounter  can’t  articulate  how  CRM— a 
business  strategy— is  part  of  their  overall  company  strategy. 

Consumer  goods  companies  embark  on  CRM  as  a  tactical 
response  to  a  need,  such  as  managing  trade  promotions. 

P&G,  on  the  other  hand,  has  an  articulated  CRM  strategy 
and  a  phased,  multifaceted  approach.  Its  IT  executives 
clearly  see  themselves  as  business  strategy  co-owners;  they 
talk  not  about  the  technology  but  about  enabling  business 
processes  to  strengthen  customer  relationships.  Bottom 
line:  Have  a  strategy  and  make  sure  everyone  understands  it. 

The  business  processes  of  the  consumer  goods  industry  have  not  changed  in 
decades:  Understand  the  opportunities  through  analysis,  plan  the  product  and  promo¬ 
tional  mix  at  the  geographic  and  customer  levels,  link  the  product  demand  require¬ 
ments  to  supply  chain,  monitor  execution  and  competition  at  the  store  level,  and  settle 
with  the  customer  for  merchandising  activities.  P&G  understands  how  those  processes 
interrelate  and  has  a  strategy  for  enabling  them  in  a  way  that  will  better  address  cus¬ 
tomers'  needs.  Bottom  line:  Focus  on  the  processes  that  meet  customer  needs. 

P&G  has  walked  a  fine  line  between  over-customizing  applications  and  leaving 
them  too  generic.  To  have  a  global  standard  and  a  single  view  of  the  customer  globally, 
there  must  be  some  provision  for  changes  in  business  practice.  Many  consumer  goods 
companies  have  tried  to  force  a  single  standard  on  all  operating  units  only  to  have 
them  revolt  and  choose  their  own  tool.  Conversely,  going  overboard  with  customiza¬ 
tion  becomes  a  support  nightmare  and  endangers  the  project  by  drawing  it  out, 
making  stakeholders  impatient.  Bottom  line:  Develop  a  strategy  and  focus  on 
customer-facing  processes  first.  Then  choose  a  vendor  whose  capabilities  closely  map 
to  your  approach  and  let  you  capture  local  nuances. 
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developing  market  like  China,  for  example, 
retailers  are  much  more  likely  to  sell  small 
packets  of  Tide  than  the  100-ounce  con¬ 
tainers  that  dominate  the  shelves  in  North 
America.  The  cost  of  business  therefore  has 
to  be  lower,  leaving  less  money  for  swanky 
technology  initiatives.  So  P&G  had  to  fig¬ 
ure  out  how  to  manage  CRM  technology 
on  a  global  level,  making  it  broad  enough  to 
traverse  the  world  but  flexible  enough  to 
help  get  products  on  the  shelves  in  far-flung 
places.  By  choosing  a  single  platform  that 
could  be  scaled  down  for  the  smaller  mar¬ 
kets,  P&G  was  for  the  first  time  trying  to 
treat  its  retail  customers  consistently, 
whether  those  customers  were  selling  Fol- 
gers  in  Fort  Worth  or  Downy  in  Dublin. 

THE  BEGINNING 

Scott  says  three  factors  drove  P&G’s  CRM 
efforts  (which  began  in  2000  and  will  take 
until  at  least  2005  to  implement).  First, 
P&G  needed  integrated  systems  to  eliminate 
inconsistencies  in  product  data  and  simplify 
the  process  of  synchronizing  internal  data 
with  customers’  systems.  Second,  P&G 
spends  hundreds  of  millions  of  dollars  annu¬ 
ally  on  customer  incentives  to  encourage 
retailers  to  stock  and  sell  P&G  products. 
Without  a  reliable  way  of  managing  those 
promotion  dollars  in  all  countries,  it  was 
tough  to  track  which  incentives  were  suc¬ 
cessful  and  which  were  bombs.  Third,  the 
company  had  streamlined  its  field  sales  force 
in  the  1990s  yet  still  wanted  to  make  sure 
that  retail  plans  formulated  at  the  company’s 
headquarters  reached  stores  quickly. 

Enter  CRM.  P&G  decided  to  use  Siebel 
because,  according  to  Scott,  Siebel  made  it 
possible  for  P&G  to  build  a  global  inte¬ 
grated  platform  that  was  also  configurable 
for  specific  markets.  Typically,  P&G  IT  sys¬ 
tems  developed  in  North  America  or  West¬ 
ern  Europe  didn’t  work  in  Asia  or  Latin 
America,  says  Tim  Butler,  North  American 
MDO  CIO.  The  systems  proved  too  expen¬ 
sive  and  unwieldy  for  P&G  offices  in  those 
parts  of  the  globe,  so  local  offices  created 
their  own  homegrown  systems.  P&G 
wanted  a  bare-bones  version  of  Siebel’s  sys¬ 


tem  with  the  functionality  not  necessary  for 
smaller  markets  stripped  out.  At  first  Siebel 
balked,  but  eventually  the  companies  agreed 
on  a  scaled-down  version  that  would  enable 
P&G  to  implement  one  platform  globally. 

Although  Scott  made  Siebel  P&G’s  stan¬ 
dard  global  CRM  platform  in  order  to  pave 
the  way  for  worldwide  data  rollup,  he  did 
not  attempt  to  mandate  any  global  CRM 
projects;  all  initiatives  would  come  from  the 
ground  up,  driven  (and  justified)  locally.  “We 
started  the  effort  not  as  a  global  system  we 
needed  to  sell  in  but  as  global  help  for  key 
countries  to  meet  their  local  business  needs,” 
says  Scott.  P&G  provided  those  key  coun¬ 


tries — France,  Japan,  the  United  Kingdom 
and  the  United  States — with  resources  to 
help  implement  Siebel.  “The  result  was  that 
we  actually  built  local  suction  for  the  plat¬ 
form,  rather  than  having  to  push  it,”  he  says. 

CRM  IN  ACTION 

So  far,  P&G’s  CRM  efforts  fall  into  three 
categories:  retail  execution,  trade  funds  man¬ 
agement  and  product  management. 

Retail  execution.  Historically,  P&G  has 
relied  on  a  traditional  sales  force  whose 
broad  in-store  presence  let  the  company  keep 
abreast  of  retail  conditions  such  as  pricing 
and  out-of-stock  updates,  work  with  retailers 
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Seeing  is  believing. 

Finally,  there's  a  system  that  delivers  the  information  you  need,  when  you 
need  it  for  better  IT  business  decisions.  Blazent  software  automatically  and 
continuously  analyzes  your  enterprise-wide  IT  assets  and  resources,  telling  you  exactly  what  you  have 
and  how  much  -  or  how  little  -  it's  utilized.  Best  of  all,  Blazent  intelligence  reports  clearly  identify 
how  you  can  optimize  the  financial  performance  of  your  IT  infrastructure.  To  learn  more  about  Blazent 
IT  intelligence  software,  visit  www.Blazent.com.  Information  you  Can  act  On. 
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to  ensure  proper  placement  of  P&G  prod¬ 
ucts  on  the  shelves  and  introduce  new  prod¬ 
ucts.  In  the  past  decade,  P&G  has  begun  to 
use  multifunctional  customer  teams  at  head¬ 
quarters — which  rely  on  data  gathered  by  a 
lean  team  of  sales  reps — to  care  for  key 
accounts.  Reps  who  visit  stores  relay  infor¬ 
mation  such  as  product  placement  and  out- 
of-stock  situations  to  the  customer  teams. 

Reps — or  third-party  temps — used  to  col¬ 
lect  data  ad  hoc:  writing  it  down,  faxing, 
rewriting  it.  “Accuracy  became  kind  of  a 
problem,”  says  Butler.  “It  wasn’t  consistently 


10  percent  to  15  percent  on  retail  selling 
costs  and  allowed  P&G  to  increase  sales 
coverage  by  15  percent  to  20  percent. 

Trade  funds.  P&G  won’t  say  exactly  how 
much  it  spends  annually  on  promotions  and 
incentives  that  encourage  retailers  to  stock 
and  sell  P&G  products,  but  Scott  estimates  it 
to  be  hundreds  of  millions  of  dollars  glob¬ 
ally.  That’s  a  significant  chunk  of  change,  but 
in  P&G’s  pre-CRM  days  there  was  no  elec¬ 
tronic  tool  to  ensure  adherence  to  global  stan¬ 
dards  for  managing  that  expense.  Each 
country  often  had  its  own  tools,  ranging  from 


CRM  is  not  a  term  to  be  tossed  around  lightly  in  a 
company  as  vast  as  Procter  &  Gamble— especially 
since  its  global  offices  operate  with  varying  degrees 
of  technological  sophistication. 


collected,  and  it  wasn’t  uniform,”  says  Scott. 
“You  were  getting  indicators  as  opposed  to 
regularly  collected  information  on  these  fun¬ 
damental  points  of  data.” 

The  Siebel  system  now  lets  P&G’s  sales 
force  gather  that  data  in  North  America  and 
parts  of  Western  Europe  with  laptops,  hand¬ 
helds  or  tablet  PCs  and  send  it  electronically 
back  to  P&G’s  databases.  “In  near  real-time 
we  can  assess  whether  or  not  we’re  having 
problems  with  key  sales  fundamentals  that 
ultimately  will  impact  sales,”  says  Scott. 
Now,  adds  Butler,  P&G  can  collect  data  such 
as  what  items  are  out  of  stock  in  a  particular 
retailer  and  get  that  data  into  the  hands  of 
those  responsible  for  filling  the  shelves. 

The  new  system  helps  reps  collect  infor¬ 
mation  faster  so  that  they  can  visit  more 
stores,  and  more  store  visits  translates  into 
higher  sales.  In  fact,  Scott  attributes  a  3  per¬ 
cent  to  5  percent  sales  volume  increase  to 
the  Siebel  efforts.  And  because  cost  controls 
mean  that  P&G  is  learning  to  do  more  with 
fewer  people — the  company  says  it  reduced 
its  sales  force  “substantially”  when  it  intro¬ 
duced  the  customer  teams — the  more  effi¬ 
ciently  those  people  can  work,  the  better. 
The  CRM  efforts  have  saved  the  company 


simple  Excel  spreadsheets  to  complex  legacy 
systems.  “Some  were  very  good;  some  were  a 
disaster — but  it  was  very  local,”  says  Scott. 

Now  P&G  has  begun  using  Siebel  tools  to 
plan  and  execute  promotions,  set  budgets, 
trigger  payment  requests  and  get  payment 
status.  The  Siebel  system  also  allows  P&G 
to  record  a  history  of  promotions.  “When 
we  start  planning  promotions,  we  do  it  with 
a  smarter  knowledge  around  what  we’ve 
learned  in  the  past,”  says  Erik  J.  Verrijssen, 
associate  director  of  IT  for  the  global  MDO. 
“We  found  there  was  opportunity  to  get 
more  bang  for  the  buck  and  really  make  sure 
that  we  have  more  efficiency  in  spending  that 
money  by  understanding  what  worked  and 
what  didn’t  work.”  Scott  says  P&G  is  al¬ 
ready  saving  10  percent  to  20  percent  in 
areas  where  the  company  has  implemented 
trade  funds  applications.  In  addition,  elec¬ 
tronic  trade  funds  management  furthers 
P&G’s  ultimate  goal  of  consistency  by  mak¬ 
ing  sure  promotions  are  administered  the 
same  way  to  retailers  around  the  world. 

Product  management.  With  a  product  list 
as  extensive  as  P&G’s,  getting  consistent 
product  data — sizes,  descriptions,  prices  and 
images  of  new  products — from  headquarters 


to  retailers  around  the  world  remains  a 
perennial  challenge.  The  more  efficiently  that 
happens,  of  course,  the  faster  the  products 
can  get  onto  the  shelves  and  into  shopping 
baskets.  But  in  P&G’s  pre-CRM  days, 
exchanges  between  P&G  and  its  retailers 
were  anything  but  seamless.  “We  would  take 
all  the  product  data  we  have  in  our  systems, 
type  it  into  a  customer  form  and  send  it  to 
the  customer.  They  would  then  pull  it  out  of 
their  systems  and  retype  it.  You  can  imagine 
the  slowness  of  the  process  and  the  number 
of  errors,”  says  Butler.  P&G  is  now  calling 
on  Siebel  to  help  clean  up  and  organize  the 
product  data  to  prepare  it  for  automatic  syn¬ 
chronization  with  customers’  systems. 

By  using  Siebel  eConsumer  Goods  to 
manage  its  data,  P&G  is  able  to  more  easily 
deliver  product  information  in  a  standard¬ 
ized  format  to  Transora,  a  consumer  pack¬ 
aged  goods  industry  exchange.  Retailers 
using  the  same  standards  can  plug  into  Tran¬ 
sora  and  download  product  data.  This  stan- 
dards-based  data  sharing  lets  P&G  efficiently 
deliver  precise  product  information  uni¬ 
formly  to  its  retailers — no  easy  task  given  the 
U.S.  market  is  home  to  seven  varieties  of 
Tide,  at  least  10  other  P&G  laundry  prod¬ 
ucts,  and  more  than  20  other  major  cate¬ 
gories,  such  as  pet  food  and  oral  hygiene. 

It’s  hard  to  overstate  the  significance  of 
this  uniform  delivery.  “For  global  customers, 
rather  than  seeing  four  or  five  different  faces 
of  P&G,  and  different  outputs  from  those 
systems,  they’re  getting  consistent  output  no 
matter  what  country  it’s  coming  from,”  says 
Butler.  Using  industry  standards  reduces  the 
time-consuming  process  of  filling  out  forms 
for  both  P&G  and  retailers.  It  also  reduces 
errors  in  the  retailers’  data  catalogs,  each  of 
which  can  cost  up  to  $100  to  fix.  And  But¬ 
ler  says  that  P&G  can  get  a  new  item  to  the 
shelves  days  and  even  weeks  faster  than  in 
the  past.  “That’s  a  big  deal  in  a  competitive 
environment,”  he  says. 

LOOKING  AHEAD 

One  of  the  company’s  biggest  challenges, 
according  to  Verrijssen,  will  be  accelerating 
CRM  efforts  at  an  appropriate  speed  while 
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making  sure  P&G  is  implementing  solu¬ 
tions  that  will  work  in  all  corners  of  the 
world.  “There  is  a  borderline — call  it  the 
‘golden  road’ — between  complete  stan¬ 
dardization,  which  is  easiest  from  an  IT  per¬ 
spective,  and  having  everybody  do  what 
they  want,”  says  Verrijssen.  “I  think  we’ve 
found  a  good  balance.” 

The  key  to  P&G’s  CRM  implementa¬ 
tion,  and  what  makes  it  different  from  any¬ 
thing  the  company  has  tried  in  the  past,  is 
the  fact  that  the  local  offices  can  do  what 
they  want  with  CRM  as  long  as  they  use 
the  basic  Siebel  platform.  “We  have  a  phi¬ 
losophy  of  adoption  versus  rollout,”  says 
Butler.  “Rollout  is  kind  of  a  check-the-box 
mentality — Hey,  the  system’s  out  there, 
you’ve  got  it,  go.  Adoption  is  more  of  a  phi¬ 
losophy  of  really  understanding  the  busi¬ 
ness  need  and  then  adapting  the  tool  to  fit 
that  business  need  so  that  people  embrace 
the  tools  and  start  using  them  to  drive  their 
business.”  The  plan,  then,  isn’t  to  foist  tech¬ 
nology  on  places  that  don’t  need  it,  but  to 
address  local  business  needs  with  a  single 
platform  whose  combination  of  flexibility 
and  standardization  will  eventually  enable 
global  data  sharing.  “Typically,  anything 
that  sounds  global  gets  rejected,”  says  But¬ 
ler.  By  helping  local  offices  use  CRM  to 
speak  to  specific  needs,  P&G  hopes  to 
avoid  that  automatic  rejection. 

As  P&G  moves  ahead  with  its  CRM 
efforts,  it  plans  more  elaborate  uses  of  the 
technology.  For  example,  the  company  is 
working  on  an  electronic  dashboard,  pow¬ 
ered  by  Siebel’s  eAnalytics  technology, 
which  Scott  calls  “the  next  level  of  capabil¬ 
ity.”  The  idea  is  to  help  P&G  management 
keep  tabs  on  the  status  of  P&G  initiatives 
around  the  globe.  Having  a  single  CRM 
platform,  of  course,  makes  it  possible  to  roll 
up  data  from  every  market  to  create  a  truly 
big-picture  management  tool.  If  all  is  well, 
the  dashboard  will  show  green.  Potential 
problem  areas — if,  for  example,  a  promo¬ 
tion  is  underselling  its  objective  or  the  com¬ 
pany  fails  to  reach  target  distribution  in 
certain  locales  or  for  certain  products — will 
show  red  on  the  dashboard  and  give  man- 
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agers  access  to  details.  “If  one  of  your  key 
indicators  is  out  of  whack,  you  want  to  be 
able  to  drill  down  and  understand  what’s 
out  of  whack  and  why,  and  what  you  can 
do  to  correct  it,”  says  Scott.  P&G  hopes 
this  window  into  the  health  of  the  business 
will  allow  the  company  to  react  more 
quickly  to  business  changes.  “Traditionally, 
that’s  been  a  pain  because  we  had  different 
platforms  and  data  wasn’t  always  avail¬ 
able,”  says  Verrijssen. 

P&G  thinks  of  its  upcoming  efforts  as 
“closing  the  loop”  between  sharing  data 
with  and  gathering  data  from  its  customers, 
and  using  that  information  to  make  smarter, 
faster  business  decisions.  Butler  believes  that 
CRM’s  true  power  lies  not  merely  in  collect¬ 
ing  and  storing  specific  sales  or  promotional 
data  but  in  capturing  something  less  tangible 
but  ultimately  more  important:  conversa¬ 
tions  with  customers  about  business  strate¬ 
gies  that  will  help  P&G  improve  its  business 
processes.  Says  Butler:  “When  you  can  use 
something  like  CRM  to  pull  together  the 
knowledge  you  have  on  a  customer  with  the 
systemic  transactional  data,  that’s  where  you 
really  start  to  see  the  whole  CRM  picture 
coming  into  view.”  Before,  he  says,  business 
strategy  plans  were  often  captured  “on  nap¬ 
kins,  in  people’s  heads,  or  not  at  all.” 

P&G’s  results  with  the  North  American 
and  initial  Western  European  Siebel  imple¬ 
mentations  have  been  so  positive  that  the 
company  is  looking  to  speed  up  expansion 
across  Western  Europe.  This  approach 
seems  to  be  working  so  far;  now  other 
countries  are  clamoring  for  a  piece  of  the 
action.  That’s  a  call  P&G  hopes  to  be  able 
to  answer  quickly.  “This  is  a  snowball  that’s 
really  growing  for  us,”  says  Scott.  “Our  sin¬ 
gle  biggest  challenge  is  to  figure  out  how  to 
accelerate  this  program  broadly  around  the 
globe.”  A  formidable  challenge  that  may 
be,  but  if  P&G  manages  to  meet  it,  the 
company  and  its  retailers  will  be  smiling 
bigger,  whiter  smiles  than  anyone.  HEI 


Meg  Mitchell  Moore  is  a  freelance  writer  based  in 
Vermont.  Send  comments  and  CRM  Case  Files 
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Expert  Advice  to  Aspiring  CIOs  and  IT  Managers 


The  School 

of  Life 

Although  an  official  degree— preferably  an 
MBA— is  good  to  have,  don’t  knock  the  school 
of  hard  knocks  in  your  quest  for  education 

Q:  I  have  a  CPA  and  an  MBA  in  technology.  After  business 
school,  I  was  recruited  into  an  information  leadership  program 
at  a  very  reputable  company.  At  this  stage  in  my  career,  I  am 
looking  to  acquire  some  “techy”  skills  through  online  or  short¬ 
term  courses.  What  is  the  best  way  to  acquire  this  knowledge? 
A:  I  suggest  four  possibilities:  First,  check  out  Microsoft’s 
certification  courses.  The  value  of  that  is  twofold — it  will 
enable  you  to  acquire  techy  skills  that  are  in  demand,  and 
this  is  a  program  that  most  companies  will  recognize. 

Second,  find  out  if  you  can  take  individual  courses  from  the 
computer  science  curriculum  at  a  good  university  or  technical 
school.  Some  tech  schools  have  certification  programs  in  com¬ 
puter  science  that  are  six  months  to  a  year  in  duration.  The 
Chubb  Institute,  for  example,  offers  a  well-recognized  program 
with  a  dozen  locations  around  the  country.  Getting  an  addi¬ 
tional  master’s  degree  is  another  avenue,  but  that’s  time- 
consuming  and  may  be  similar  to  your  MBA  in  technology. 
However,  it  may  be  worth  looking  into  a  master’s  degree  in 
information  management. 


N—  ^  ^ 


Third,  talk  to  some  of  the  most  technically  proficient  IT 
managers  in  your  company.  They  may  have  recommendations 
for  courses,  schools  or  seminars  that  they  highly  regard. 

Finally,  have  a  discussion  with  your  boss  about  your  inter¬ 
ests.  He  may  be  able  to  guide  you  to  people  both  inside  and 
outside  the  company  for  advice.  If  your  boss  agrees  that  the 
company  will  benefit  from  your  taking  specific  courses,  you 
might  get  your  additional  education  paid  for  and  ultimately 
find  that  you  are  included  in  projects  that  support  your  inter¬ 
ests.  This  could  be  a  nice  win-win. 

-Beverly  Lieberman, 
president  of  Halbrecbt  Lieberman  Associates 

Q:  In  1997  I  was  asked  to  manage  an  accounting  department 
with  a  $7  million  budget.  I  now  wear  two  hats— I  am  both  the 
IS  director  and  the  accounting  manager.  I  spend  my  time 
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See  old  apps  combine  with  newlipps. 
See  customers  connect  with  partners. 
See  today’s  stuff  click  with  tomorrow’s 


WebSphere  Business  Integration  is  far  and  away  the  leading  integration  software  for  the  on  demand 

i: 

era.  Open  and  flexible,  WebSphere  lets  you  model,  integrate  and  manage  all  of  your  business 
processes.  WebSphere  delivers  an  infrastructure  that  quickly  responds  to  change,  meeting  business 
demands,  on  demand.  For  an  Integration  InfoKit  and  case  studies,  visit  ibm.com/websphere/seeit 


sE&y 


IBM,  WebSphere,  the  e-business  logo  and  e-business  on  demand  are  registered  trademarks  or  trademarks  of  International  Business  Machines  Corporation  in  the  United 
States  and/or  other  countries.  Certain  information  contained  within  this  advertisejrrifent  is  based  on  results  of  the  WinterGreen  Study,  "Application  Integration  Executive 
Summary  2003.'  ©2003  WinterGreen  Research,  Inc.  1  2003  IBM  Corporation  Air  rights  reserved. 
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working  on  financial  projection,  budgeting,  forecasting,  and 
support  for  the  accounting  and  billing  staff.  With  the  assis¬ 
tance  of  outside  computer  support,  I  also  plan  and  implement 
technology  solutions.  I  have  a  bachelor's  degree  in  computer 
information  systems  and  a  Novell  engineer  certification.  I  am 
planning  to  go  to  graduate  school.  However,  I  do  not  know 
whether  I  should  pursue  an  MBA  in  finance  or  an  MBA  with  an 
emphasis  on  technology. 

A:  Your  background  is  somewhat  unusual  in  that  you  have 
more  accounting  and  finance  experience  than  the  typical 
director  of  IT  or  CIO.  I  see  that  as  a  good  thing  considering 
those  are  skills  that  will  remain  relevant  throughout  your 
career.  From  the  perspective  of  a  recruiter  and  employer,  an 
advanced  degree  is  always  positive  when  considering  candi¬ 
dates.  I  am  a  big  advocate  of  an  advanced  degree  as  it  indi¬ 
cates  a  willingness  to  sacrifice,  improve  and  achieve,  and 
more  often  than  not  distinguishes  you  from  the  competition. 

Ask  yourself  the  following  questions:  What  are  my  primary 
areas  of  professional  interest?  What  position  do  I  hope  to 
achieve?  If  the  CIO  position  is  your  goal,  you  should  consider 
_  the  MBA  with  the  finance 


Have  a  Career  Question? 


Visit  the  online  CAREER  COUNSELOR  at 
www.cio.com/counselor  to  ask  our  experts 
your  questions  and  browse  their  answers. 

cio.com 


concentration  as  that  will 
enhance  your  current 
knowledge  of  finance  and 
provide  additional  expo¬ 
sure  to  manufacturing, 
marketing,  economics  and  management.  The  MBA  also  pro¬ 
vides  broader  appeal  as  you  move  forward  in  your  career.  If  you 
are  concerned  about  a  lack  of  formal  technical  training  or  large 
project  management,  you  can  supplement  your  MBA  with 
excellent  seminars  and  courses  offered  by  vendors  and  busi¬ 
ness  schools.  If  your  aspiration  is  to  become  a  CTO,  then  you 
may  want  to  place  more  emphasis  on  an  IT  curriculum  within 
the  MBA  offering. 

Whichever  path  you  take,  make  sure  you  are  shopping  for 
the  right  school.  All  MBAs  are  not  the  same  and  there  are  sig¬ 
nificant  differences  in  curriculum,  content  and  professional  staff 
at  each  school. 

-Gerry  McNamara, 
partner  of  Heidrick  &  Struggles 


Q:  I’m  looking  into  obtaining  a  certificate  for  chief  information 
officers  sponsored  by  the  U.S.  Federal  CIO  Council  and 
administered  by  the  General  Services  Administration.  Does 
this  certificate  give  me  any  competitive  advantage,  or  is  it  just 
something  that  is  nice  to  have?  Are  companies  looking  to  hire 
people  with  this  credential? 

A:  I  have  yet  to  have  any  client  inquire  about,  and  certainly 
never  require  or  even  prefer,  that  or  any  other  CIO  certifica¬ 
tion.  Official  recognition  and  certification  of  specific 


knowledge  and  particular  skills  are  widespread  among  the 
hands-on  technical  ranks  in  the  IT  field — and  in  many  other 
vocations  that  require  detailed  expertise.  But  the  idea  of  cer¬ 
tification  for  a  corporate  organizational  level  or  title  is  an 
anathema  as  a  measure  of  senior  executive  preparedness  or 
accomplishment.  There  is  no  such  credential  program  for 
any  other  C-level  position,  and  I  think  certification  under¬ 
mines  the  perception  of  the  CIO  as  a  businessperson  and 
reinforces  the  impression  of  the  CIO  as  a  technologist. 
However,  if  getting  your  ticket  punched  in  this  way  is  help¬ 
ful  to  you  in  securing  a  federal  position,  then  go  for  it.  But  I 
recommend  that  you  omit  the  certification  from  the  version 
of  your  resume  sent  anywhere  in  the  commercial  sector. 

-Mark  Polansky,  managing  director  and  member 
of  the  advanced  technology  practice  at 
Korn/Ferry  International 

Q:  I  have  a  bachelor’s  degree  in  English  and  a  master's  degree 
in  journalism,  both  obtained  in  China.  After  I  moved  to  Califor¬ 
nia,  I  got  a  master's  degree  in  computer  resources  and  informa¬ 
tion  management  (a  “technical  MBA").  I  took  introductory 
courses  in  networking,  database  management,  systems  design, 
project  management  and  IT  strategic  planning,  along  with  mar¬ 
keting,  accounting  and  business  communication.  I  have  seven 
years  of  experience  in  international  trade  in  China,  and  two 
years  of  experience  in  telecommunication  equipment  sales  and 
business  development.  I  was  recently  laid  off  and  might  go  back 
to  school  to  attend  a  certificate  program  in  e-business  that  cov¬ 
ers  supply  chain  management,  Web  development  and  market¬ 
ing  to  payments.  Is  this  worth  it,  or  should  I  stick  to  job  hunting? 
A:  Assuming  that  the  e-business  certification  program  you  are 
contemplating  has  a  compelling  curriculum  and  quality 
teachers,  why  not  attend  and  continue  to  keep  your  job  search 
active?  You  haven’t  mentioned  anything  about  the  program’s 
logistics  such  as  duration  and  time  commitment,  full  time  ver¬ 
sus  part  time,  cost  and  so  on.  If  you  enroll  and  then  choose  to 
accept  a  great  opportunity  that  comes  along  during  the  course 
of  study,  perhaps  you  can  adjust  your  academic  and  voca¬ 
tional  workloads  to  accommodate  both.  If  that’s  not  possible, 
go  for  the  great  offer.  I  would  anticipate  that  the  time  and 
money  you  will  have  expended  on  the  program  to  that  point 
will  not  go  to  waste,  even  if  you  don’t  complete  your  certifi¬ 
cate.  At  the  end  of  the  day,  you  will  have  wisely  used  your 
“downtime”  to  study  and  improve  your  knowledge  of  an 
important  aspect  of  doing  business  in  the  21st  century,  even  if 
you  don’t  get  a  piece  of  paper  that  says  so.  -M.P.  E0 


The  Web-based  Executive  Career  Counselor  column  is  edited  by 
Director  of  Online  Research  Kathleen  Kotwica.  She  can  be  reached  at 
kkotwica@cio.com. 
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See  it  fixed  before  it’s  broken.  >  1  ' 
See  the  problem  before  it  occurs. 
See  IT  and  business  goals  as  one.\ 


Tivoli  Intelligent  Management  software.  It’s  here  now:  software  that  self-configures,  self-heals, 
self-optimizes  and  self-protects.  On  demand.  With  Tivoli,  on  demand  business  is  more  manageable 
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than  ever.  You’ll  spend  less  time  worrying  about  mundane  tasks  and  more  time  on  important  things  — 
like  business  results.  For  a  customized  analysis  of  how  Tivoli  can  help  you,  visit  ibm.com/tivoli/seeit 


IBM,  Tivoli,  the  e-business  logo  and  e-business  on  demand  are  registered  trademarks  or  trademarks  of  International  Business  Machines  Corporation  in  the  United  States 
ant^rother  countries.  ©  2003  IBM  Corporation.  All  rights  reserved. 
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Leadership  Lag: 
Why  followers  don’t 


LEADERSHIP  AGENDA  I  96 

By  Susan  H.  Cramm 

How  to  Win  Allies  and 
Influence  Your  Peers 

Reader  Q&A 


How  comfortable  do  you 
find  the  hot  seat?  E-mail 
Leadership  and  Management 
Editor  Edward  Prewitt  at 
hotseat@cio.com. 


GM’s  Matrix  Reloads 

How  an  org  chart  can  inspire  internal  competition,  drive  process 
efficiencies  and  make  a  business  more  competitive 

BY  EDWARD  PREWITT 


The  IT  challenges  at  General  Motors  have 
always  been  huge.  The  immense  scale  of 
the  enterprise,  the  extreme  autonomy  of 
the  business  units  (until  recently,  Buick, 
Cadillac  and  Oldsmobile  weren’t  just 
brands,  they  were  baronies),  the  hijacking 
of  the  entire  IT  function  by  Ross  Perot’s 
EDS  in  the  early  ’90s — all  combined  to 
create  one  giant  hair  ball  of  IT  problems. 

When  Ralph  Szygenda  became  GM’s 
first  corporate  CIO  in  1996,  EDS  had  just 
been  spun  off  from  GM,  but  it  was  still 
running  all  of  the  company’s  systems.  Con¬ 
sequently,  GM  had  no  IT  staff  of  its  own. 
“There  weren’t  any  IT  people  to  speak  of; 
there  was  no  IT  leadership,”  Szygenda 
recalls.  “How  do  you  transform  thatV ’ 

His  answer,  which  got  quite  a  bit  of 
publicity  at  the  time,  was  to  build  an  orga¬ 
nizational  matrix  of  IT  managers  unlike 
that  found  in  any  other  company.  Szy¬ 
genda  hired  five  divisional  CIOs  to  corre¬ 
spond  roughly  to  GM’s  business  divisions: 
North  America;  Europe;  Asia-Pacific; 
Latin  America,  Africa  and  the  Middle 
East;  and  finance.  At  the  same  time,  he 
hired  five  process  information  officers 
(PIOs)  to  work  horizontally  in  different 
specialities  across  all  divisions  around  the 
world:  product  development,  supply  chain 
management,  production,  customer  expe¬ 
rience  and  business  services  (HR,  legal  and 
so  on).  These  CIOs  and  PIOs  came  on 
board  in  1997  to  form  the  management 
organization  of  GM’s  IT,  formally  known 
as  Information  Systems  &  Services  (IS&S). 

CIOs  and  PIOs  work  from  divergent 
perspectives  and  have  different  reporting 
relationships.  Each  CIO  reports  not  only 
to  Szygenda  but  also  to  business  heads; 
PIOs  report  to  Szygenda  alone.  IT  man¬ 
agers  refer  to  “the  matrix”  or  “the  basket 


weave”  to  determine  their  relationship 
with  one  another  and  to  explain  their 
occasional  clashes.  (See  “How  the  Matrix 
Works,”  Page  92.) 

This  matrix,  proven  over  time,  has 
been  a  critical  part  of  how  IS&S  took 
control  of  IT  spending  from  EDS.  During 
the  past  seven  years,  Szygenda ’s  team  has 


GM  CIO  Ralph  Szygenda  allows  that  his 
matrix  “bothers  a  lot  of  people,”  but  it 
has  helped  him  trim  his  IT  budget  by 
$1  billion  over  the  past  seven  years. 

lowered  GM’s  IT  budget  by  $1  billion 
(25  percent).  Where  previously  GM  used 
7,000  different  information  systems, 
there  are  now  fewer  than  3,500. 

By  setting  up  overlapping,  intersecting 
responsibilities  among  his  direct  reports, 
Szygenda  designed  the  matrix  to  create 
internal  competition,  believing  that  was 
how  to  improve  processes.  “CIOs  are  driv¬ 
ing  efficiency  in  their  world  and  PIOs  are 
driving  efficiency  horizontally,”  says  Cherri 
Musset,  PIO  for  supply  chain  operations, 
who  has  twice  been  a  CIO  within  IS&S 
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We  see  management 
a  little  differently 
from  the  other  guys. 


At  NetlQ,  we  don't  see  a  problem.  Only  solutions. 
Managing  your  Windows  server  environment  is  easier 
than  ever  with  Microsoft  Operations  Manager.  And, 
as  a  key  Microsoft  partner,  NetlQ  extends  Microsoft 
Operations  Manager  to  manage  and  secure  your 
entire  enterprise,  whether  you're  driving  UNIX, 
NetWare,  Linux,  Windows. ..or  all  of  them.  NetlQ. 
We're  the  management  people.  And  nobody  does 
management  smarter.  Nobody. 
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CIO  eBook!  Get  your  free  copy  of  From  Chaos  to  Control: 
The  CIO's  Executive  Guide  to  Managing  and  Securing 
the  Enterprise,  www.netiq.com/manageability, 
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and  who  was  one  of 
Szygenda’s  first  hires. 

GM’s  experience 
illustrates  the  impact 
an  organizational  struc¬ 
ture  can  have  on  busi¬ 
ness.  But  before  you  start  whipping  up 
internal  competition  in  a  GM-style 
matrix,  consider  this:  The  effectiveness  of 
the  matrix  rests  as  much  on  the  managers 
who  work  within  it  as  on  their  defined 
reporting  relationships. 


The  Matrix  in  Action 

The  matrix  works  because  it  integrates 
different  viewpoints  for  better,  more  thor¬ 
ough  decisions,  says  Dan  McNicholl, 
CIO  for  GM  North  America.  To  illustrate 
his  frequent  debates  with  PIOs  such  as 
Kirk  Gutmann,  who  heads  up  global 
product  development  and  global  service 
delivery,  McNicholl  gives  this  example: 
“I  might  say,  ‘Kirk,  what  are  the  next 
areas  I  should  be  focusing  on  in  my  prod¬ 
uct  development  cycle?  What  tools 
should  we  be  standardizing  on?  What 
architectures  should  we  be  using?  What 
do  you  think  are  funding  priorities?’” 


McNicholl  balances  Gutmann’s  input 
with  what  he  hears  as  a  member  of  the 
North  American  Strategy  Board,  which 
includes  business-side  executives  from  the 
division.  “If  Kirk  says,  ‘I  think  we  ought 
to  focus  on  A,  B  and  C,’  I  can  say,  ‘Well, 
you  know,  I’ve  heard  [the  exec  commit¬ 
tee]  talk  about  A  and  C  a  lot,  but  B 
doesn’t  get  a  lot  of  attention,  so  maybe 
that  isn’t  a  priority,”’  McNicholl  explains. 

Those  who  work  within  the  matrix 
sometimes  grumble  about  it.  The  matrix 
“doesn’t  come  without  a  price,”  says 
Steve  Hanna,  PIO  for  business  services 
and  application  solutions  delivery. 
“Sometimes  it  takes  longer  to  get  to  a 
decision — we  circle  around  it  for  a 
while.”  McNicholl,  who  unlike  the  PIOs 
has  budgetary  responsibility,  says,  “Every 
PIO  thinks  they’re  the  most  important, 
[but]  we  can’t  afford  everything.”  CIO- 
PIO  disagreements  get  aired  at  the  six- 
and-a-half-hour  meetings  Szygenda  holds 
with  his  direct  reports  every  Friday  morn¬ 
ing  in  a  room  high  up  in  Detroit’s  Renais¬ 
sance  Center  office  towers. 

But  the  price  seems  worth  paying.  “It’s 
important  to  have  creative  tension,”  says 


McNicholl.  “Most  companies  don’t  have 
that.  They  spend  too  much  on  IT,  or  fund 
he  who  yells  loudest.”  Hanna  adds, 
“When  you  don’t  have  that  cross-pollina¬ 
tion  [created  by  CIOs  and  PIOs],  you  lose 
that  broader  view.” 

Indeed,  IS&S’s  matrix  has  been  so  suc¬ 
cessful  that  GM’s  business  side  has 
adopted  it — the  ultimate  compliment.  In 
early  1998,  CEO  Rick  Waggoner  set  up 
global  process  leaders  in  the  business  units 
who  parallel  IS&S’s  PIOs — a  case  of  IT 
leading  the  business  side  to  alignment. 

GM’s  matrixes  arguably  have  led  the 
company  to  huge  gains  in  manufacturing 
quality  and  productivity  in  recent  years, 
although  the  public’s  perception  of  GM 
vehicles  remains  skeptical.  In  May,  J.D. 
Power  and  Associates  released  its  “2003 
Initial  Quality  Study,”  viewed  as  a  bench¬ 
mark  of  new  car  quality.  Although  GM 
as  a  company  rated  only  average,  Cadil¬ 
lac,  Buick  and  Mercury  were  among  the 
top  six  makes,  ahead  of  Toyota  and 
Honda.  (The  top  11,  in  order,  were 
Lexus,  Cadillac,  Infiniti,  Acura,  Buick, 
Mercury,  Porsche,  BMW,  Toyota,  Jaguar 
and  Honda.)  Szygenda  argues  that  “GM 


How  the  Matrix  Works  Responsibilities  overlap.  Process  improves.  So  says  GM. 


■  The  Process  Information  Officer 

(PIO)  for  Supply  Chain,  for  example, 
is  responsible  for  the  supply  chain 
across  all  geographic  divisions  and 
finance. 

■  The  CIO  for  North  America  is 

responsible  for  all  the  IT  processes— 
product  development,  supply  chain 
and  so  on— within  his  region. 

■  PIOs  report  directly  to  Corporate  CIO 
Ralph  Szygenda. 

■  CIOs  report  to  Szygenda  and  to  their 
business  unit  heads. 

■  CIOs  have  budgetary  responsibilities. 

■  PIOs  do  not. 


SUPPLY  CHAIN  PIO 


PRODUCT  DEVELOPMENT  PIO 


PRODUCTION  PIO 


CUSTOMER  EXPERIENCE  PIO 


BUSINESS  SERVICES  PIO 
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Lots  of  solutions  look  good  today.  But  where  will  they  be 
years  from  now?  With  the  flood  of  corporate  data  constantly 
rising,  you  need  more  than  a  tape  storage  "roadmap."  You 
need  the  smartest,  best-researched,  highest-capacity  path 
to  the  future.  And  that's  SAIT. 

SAIT  achieves  a  whopping  1.3  terabytes  of  compressed 
storage.  In  comparison,  SDLT  and  LTO  Ultrium®  aren't 
scheduled  to  exceed  this  capacity  until  2006,  by  which 
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data  management.  Proven  technology.  An  industry-standard 
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is  so  close  to  Toyota 
and  Honda,  it’s  a  non¬ 
issue.  We  had  a  prod¬ 
uct  problem  in  1996. 
We  don’t  anymore.” 
Many  factors  have 
contributed,  but  IT’s  role  in  GM’s  turn¬ 
around  shouldn’t  be  underrated,  says 
Kevin  Prouty,  automotive  research  direc¬ 
tor  for  GartnerG2,  which  analyzes  vertical 
industry.  “The  IT  backbone  is  what  drives 
processes”  at  auto  companies,  he  says. 
“The  technology  and  business  processes 
are  so  intertwined,  you  have  to  have 
someone  in  charge  of  processes.”  That 
someone  is  Szygenda’s  invention,  the  PIO. 

The  Matrix  Evolves 

Now  Szygenda  is  adding  another  layer  to 
the  IS&S  matrix  in  an  effort  to  gain  even 
greater  efficiencies.  One  executive  calls  it 
“a  third  dimension.”  Last  April,  Szygenda 
announced  the  creation  of  three  virtual 
“factories”  within  IS&S: 

■  An  IS  factory,  pulling  together  all  IT 
executives  and  staff  who  maintain  and  run 
hardware  and  software,  including  software 
development  and  e-business  systems. 

■  An  operations  factory,  tying  together  IT 
people  who  are  primarily  concerned  with 
manufacturing  and  supply  chain  operations. 

■  An  enterprise  business  management  fac¬ 
tory,  for  internal  processes  such  as  contract 
management,  purchasing  and  HR. 

Each  factory  formed  its  own  steering 
committee  to  look  for  ways  to  reengineer 
its  processes.  Although  GM’s  operations 
have  improved  in  the  past  few  years, 
there’s  still  a  fair  amount  of  fat,  says 
McNicholl.  “In  one  year,  I  was  asked  by 
PIOs  to  fund  four  different  lessons-learned 
databases.  It’s  good  to  do  that  once,  but 
three?”  Responsibility  for  reining  in  eager 
database  developers  now  falls  to  the  new 
IS  factory. 

The  factory  overlay  may  sound  like  a 
confusing  twist  to  an  already  complex 
structure,  but  it’s  what  GM  needs,  says 
Maryann  Goebel,  IS&S’s  chief  strategy  offi- 
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MANAGEMENT  REPORTS 

Leadership  Lag 


Why  Followers  Don’t 

Between  the  visions  of  corporate 
leaders  and  the  realities  of  their 
employees  lies  a  gap  the  size  of  the 
Grand  Canyon,  according  to  a  survey 
conducted  last  spring  of  more  than 
11,000  U.S.  workers. 

FranklinCovey,  which  as  a  company 
focuses  on  effectiveness  assessment 
and  training,  surveyed  frontline 
workers,  managers  and  executives 
across  a  broad  range  of  private  com¬ 
panies  and  government  agencies 
on  how  well  their  organizations 
function.  The  responses  to 
the  statistically  valid 
“Execution  Quotient”  study 
paint  a  Dilbert- like  picture 
of  the  workings  of  U.S. 
organizations. 

Regarding  high-level 
goals,  only  52  percent  of 
employees  said  their  organiza¬ 
tions  have  decided  what  the  most 
important  ones  are,  and  only 
44  percent  said  they  clearly  under¬ 
stand  the  goals.  Only  19  percent  of 
survey  respondents  said  their  work 
goals  are  clearly  defined,  and  a  mere 
9  percent  believe  their  work  has  a 
strong  link  to  their  organizations’  top 
priorities. 

So  just  what  are  U.S.  workers 
doing  all  day  long?  Nearly  a  third  of 
survey  respondents’  time  goes  to 
activities  that  demand  immediate 
attention  but  are  mostly  irrelevant  to 
top  organizational  goals,  such  as 
unproductive  meetings  and  micro- 
management.  Another  19  percent  of 
their  time  is  spent  dealing  with 
internal  bureaucracy. 

Personal  effectiveness  guru 
Stephen  R.  Covey,  who  is  the  author  of 


The  7  Habits  of  Highly  Effective  People 
and  vice  chairman  of  FranklinCovey, 
offers  some  advice  on  countering  this 
dismal  prospect.  First,  leaders  need  to 
settle  on  a  few  clear  top  goals  and  then 
incessantly  communicate  them  down 
the  line.  Covey  warns  that  it’s  easy  to 
assume  that  frontline  workers  are 
aware  of  organizational  goals  when  in 
fact  they’ve  never  received  the  mes¬ 
sage.  Second,  workers  at  all  levels 


must  understand  how  their  work 
aligns  with  the  top  organizational 
goals.  The  best  way  to  accomplish 
that,  Covey  says,  is  for  each  person  to 
work  with  her  manager  in  formulating 
her  individual  work  plans.  And  in  a 
corollary  of  Covey’s  famous  “first 
things  first”  mantra  from  The  7  Habits, 
he  advises  employees  at  all  levels  to 
be  disciplined  in  their  daily  work. 
Rather  than  being  sucked  into  tasks 
that  seem  urgent  but  are  only  superfi¬ 
cially  important,  everyone  should 
think  about  his  priorities  each  morn¬ 
ing,  build  a  work  plan  that  will  result  in 
the  greatest  progress  toward  top 
goals,  and  then  stick  with  the  plan 
throughout  the  day. 

-Edward  Prewitt 
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cer,  who  now  also 
heads  up  the  enterprise 
business  management 
factory.  “As  crazy  as  it 
sounds,  [the  factory 
concept]  does  help  sim¬ 
plify  things,  to  think  of  each  activity  falling 
within  one  of  three  factories,”  she  says. 
“The  familiarity  we  [already]  have  with  the 
matrix  makes  us  ready  for  the  next  step.” 


Leadership  Agenda  by  susan  h.cramm 

Howto  Win  Allies 
and  Influence 
Your  Peers 


The  Matrix  Replicated? 

Given  the  impact  the  matrix  has  had  at 
one  of  the  world’s  largest  companies,  why 
haven’t  more  CIOs  adopted  a  similar 
organizational  arrangement?  Szygenda 
has  an  answer:  “The  matrix  bothers  a  lot 
of  people.”  It’s  too  complicated,  too 
redundant.  GM’s  size  and  the  overgrowth 
of  IT  systems  prior  to  1 996  made  it  right 
for  them  but,  says  Szygenda,  “You  can’t 
take  the  same  model  across  companies.” 

Two  big  auto  parts  makers,  Johnson 
Controls  and  Delphi,  have  adopted  a  form 
of  GM’s  matrix,  but  Delphi  spun  off  from 
GM,  and  Johnson  Controls  is  a  big  GM 
supplier.  Prouty  thinks  the  real  reason 
matrix-style  structures  haven’t  spread  is 
that  only  a  few  executives  can  tolerate  and 
make  creative  use  of  the  tension  they  foster. 

“The  thing  that’s  unique  at  GM  is  that 
the  people  who  work  there  [are  able  to] 
balance  between  collaboration  and  com¬ 
petitiveness,”  Prouty  says. 

Szygenda  says  that  ability  was  precisely 
what  he  was  looking  for  in  1996  when 
he  interviewed  300  candidates.  “A  lot  of 
the  300  were  great  CIOs  or  consultants, 
but  I  didn’t  think  they  could  team”  with 
others.  Ultimately,  he  says,  the  effective¬ 
ness  of  any  organizational  structure 
comes  down  to  the  personal  qualities  of 
the  executives,  managers  and  employees 
who  work  within  it.  HEJ 


How  important  is  organizational  structure  to 
IT  success?  Send  your  thoughts  to  Leadership 
and  Management  Editor  Edward  Prewitt  at 
eprewitt@cio.  com . 


Professional  relationships  can  advance — or  sink — your  career 

It  could  keep  you  up  at  night— the  thought  that  you  could 
get  fired  suddenly  in  spite  of  the  good  work  you  have  done. 

I  received  a  call  a  few  weeks  ago  from  a  very  talented  CIO  in 
shock  after  being  terminated  on  trumped-up  charges  of 
financial  improprieties.  He  had  been  with  the  company  for 
several  years  and  had  been  promoted  to  CIO  a  little  more 
than  a  year  before.  During  that  time,  his  accomplishments 
were  impressive:  improved  governance,  alignment  with  the  business,  strategic 
positioning  and  delivery  in  spite  of  organizational  downsizing. 

In  the  CIO's  final  meeting  with  the  CEO,  when  the  charges  were  presented, 
the  CEO  ended  with  a  question:  “Why  didn’t  you  play  golf  with  us  during  the  last 
offsite?”  You  may  ask  (as  did  the  CIO)  what  golf  had  to  do  with  the  cause  for  ter¬ 
mination.  Although  the  CEO  denied  any  connection,  in  a  single  question  he  was 
more  honest  and  direct  about  the  underlying  cause  for  the  rift  than  he  had  been 
during  the  previous  few  months,  when  his  relationship  with  the  CIO  degraded 
from  strained  to  hostile. 

This  example  underscores  the  importance  of  building  relationships  to  be  a 
successful  CIO.  To  be  sure,  relationships  are  important  at  almost  every  profes¬ 
sional  level,  but  the  stakes  increase  once  you  get  to  the  top  job  and  have  to 
balance  the  needs  of  a  diverse  group  of  stakeholders. 

To  address  this  issue,  large  companies  spend  a  boatload  of  money  on  devel¬ 
oping  competency  models  that  identify  critical  values,  behaviors  and  skills 
necessary  for  executive  success.  Executive  recruiters  and  career  counselors 
advise  their  clients  to  understand  their  personal  motivators  (including  financial 
rewards,  power  and  influence,  lifestyle,  autonomy,  affiliation,  workspace,  intel¬ 
lectual  challenges,  skill  building,  and  recognition)  and  examine  their  cultural  fit 
with  companies  accordingly. 

Unfortunately,  competency  models,  personal  awareness  and  interviewing 
processes  are  imperfect  at  best.  At  some  point,  you  will  find  yourself  working 
with  people  you  don’t  really  like— and  most  likely,  they’ll  feel  the  same  way 
about  you. 

Although  relationships  are  two-sided  and  you  cannot  control  the  behavior  of 
the  other  party,  it  is  possible  to  change  the  nature  and  quality  of  a  relationship. 

BE  POSITIVE.  Executives  are  optimistic  by  nature.  They  believe  in  possibili¬ 
ties  and  are  attracted  to  people  who  approach  work  and  life  with  enthusiasm. 
Make  it  your  goal  to  leave  the  participants  in  each  meeting  and  interaction  feel- 
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ing  energized,  by 
placing  their  needs 
in  front  of  your  own. 
Don’t  sap  energy  by 
complaining,  com¬ 
miserating  or  gossip¬ 
ing.  Put  work  in  proper  perspective  by 
developing  a  personal  life  with  outside 
interests  and  passions.  When  asked 
“How  are  you?”  make  sure  that  you  can 
say  “Great!”  with  conviction. 

SAY  YES.  If  you  are  asked  for  some¬ 
thing,  find  a  way  to  say  yes.  Don't  nego¬ 
tiate  the  what,  only  the  how  and  when. 
The  phrase  that  you  should  eliminate 
first  from  your  speech  is  “yes,  but”— it 
really  means  no  and  will  stop  a  conver¬ 
sation  dead  in  its  tracks.  Instead,  ask 
questions  that  will  clarify  the  goal,  and 
then  fill  in  the  blanks  by  getting  your 
subordinates  working  together. 

DO  THE  LITTLE  THINGS.  Find  out 


how  your  counterparts  use  technology, 
and  make  it  easier,  slicker  and  more 
personal.  Compliment  their  organiza¬ 
tions  on  their  successes  and  hard  work. 
Recognize  their  birthdays  or  company 
anniversaries  or  kids'  graduations  or 
sports  awards.  Invite  them  to  partici¬ 
pate  in  the  vendor  gimmes— basketball 
tickets,  golf  tournaments  and  so  on. 

FACE  YOUR  SHORTCOMINGS. 
Search  out  feedback  on  your  perform¬ 
ance,  and  enlist  others  in  supporting 
your  professional  development.  We  all 
have  issues.  You  will  gain  a  lot  of 
respect  and  support  by  demonstrating 
the  ability  to  listen  and  change. 

In  my  example,  the  CIO  did  deliver 
the  goods,  but  he  did  it  in  a  way  that  dis¬ 
enfranchised  the  CEO.  Truth  be  told,  the 
CEO  was  a  bit  of  a  head  case,  forever 
changing  strategies,  without  follow- 
through  and  with  questionable  integrity. 
Although  it  is  unlikely  that  the  CIO 
would  have  remained  with  the  company 
for  the  long  term,  he  lost  control  of  the 
decision  because  he  put  his  needs  over 
those  of  the  CEO.  He  poked  holes  in  the 


CEO’s  visions  and  publicly  challenged 
the  effectiveness  of  the  executive  team. 

For  some  people,  this  advice  may 
seem  superficial.  But  by  giving  up  con¬ 
trol  (by  placing  the  needs  of  others  over 
your  own),  you  will  gain  control  over 
your  employment.  If  you  decide  that  the 
company  is  not  for  you,  you  will  be  able 
to  exit  on  your  terms,  rather  than  theirs. 


Reader  Q&A 

Susan  H.  Cramm  answers 
questions  on  “How  to  Win  Allies 
and  Influence  Your  Peers  ” 

Q:  Recently  our  company  had  an 
outside  consultant  assess  our  organi¬ 
zation.  One  point  that  came  up  was 
that  we  are  a  “relationship-based 
company"  versus  a  “data-driven 
decision  company.”  The  fact  that  our 
fairly  new  CEO  now  wants  us  to  be  less 
relationship-driven  is  good,  but 
according  to  your  article,  it  sounds  like 
a  pipe  dream.  Do  you  concur? 

A:  Even  though  your  CEO  wants  to  put 
numbers  in  the  people,  I  am  sure  he 
understands  that  it  is  impossible  to  take 
the  people  out  of  the  numbers.  If  it’s  true 
that  your  decision-makers  do  not  let 
facts  get  in  the  way  of  their  assessments, 
then  tipping  the  balance  toward  data- 
driven  decision  making  should  be  a 
welcome  relief  to  customers,  competi¬ 
tors  and  frontline  employees. 

Q:  The  CEO  in  your  column  dealt  with 
the  employee  one-on-one.  Is  it  more 
appropriate  to  deal  with  “problem” 
employees  that  way,  or  is  it  better  to  use 
the  new  managerial  approach  of  chas¬ 
tising  the  entire  unit— thus  creating  a 
negative  attitude  across  the  board? 

A:  Scolding  an  entire  unit,  rather  than 
dealing  with  those  accountable,  is  not 
a  new  managerial  trend.  Typically  it’s 
the  desperate  act  of  a  leader  acting  out 
of  fear  because  he  doesn’t  know  what 


to  do.  It  is  similar  to  a  frustrated  parent 
resorting  to  screaming  at  the  children. 
Nobody  learns  anything,  nothing 
changes,  and  everybody  wants  to 
move  out  (of  the  house  or  the  com¬ 
pany)  just  as  soon  as  they  can. 

Q:  Nice  article,  but  sometimes  these 
hints  are  not  applicable  in  an  interna¬ 
tional  company,  where  you  deal  with 
different  cultures. 

A:  Philosophers  say  that  man  is  driven 
by  two  things:  the  need  to  be  good  and 
the  need  to  be  significant.  The  CIO  in  my 
example  undermined  the  CEO  in  both 
respects.  He  challenged  the  company's 
strategic  direction  and  the  way  the  CEO 
was  leading  the  organization.  If  certain 
behavioral  hints  just  don’t  work  in  your 
culture,  then  translate  them,  keeping 
the  underlying  drivers  in  mind. 

Q:  I  never  met  my  boss,  who  was  in 
another  state.  Our  communication  was 
only  by  telephone  and  e-mail  for  more 
than  five  years.  A  month  after  we 
finally  met,  I  was  fired  on  trumped-up 
charges  of  inaccurate  data.  The  only 
thing  I  can  put  my  finger  on  is  that  I’m 
a  member  of  a  racial  minority,  which 
the  boss  did  not  realize  all  that  time. 
How  do  you  change  that?  Later  I 
discovered  that  image  was  everything 
with  this  person. 

A:  You  don’t  change  the  boss.  Make 
sure  you  learn  what  you  can  from  the 
situation  and  move  on.  Find  a  profes¬ 
sionally  run  company  and  meet  your 
boss  face-to-face.  Last  but  not  least, 
don’t  become  jaded  and  lose  your 
willingness  to  invest  in  building  strong 
relationships.  GEl 


To  see  more  reader  questions  and  answers  from 
Susan  H.  Cramm,  go  online  to  www.cio.com/ 
leadership/agenda. html.  Cramm  is  president  of 
Valuedance,  an  executive  coaching  firm  based  in 
San  Clemente,  Calif.  Her  e-mail  address  is 
scramm@cox.net. 
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Issues  ►  Ideas  ►  Impact 

The  Economy: 

What’s  the  outlook?  What  domestic  and  foreign 
policies  are  helping  or  hurting?  And  what  about 
the  hard-hit  tech  sector? 

Jobs  &  IT  People: 

What  happens  when  all  the  baby  boomers  start 
retiring?  Does  the  younger  generation  really 
look  at  work  differently?  Why  is  there  so  little 
diversity  in  the  IT  ranks?  Is  offshore  outsourc¬ 
ing  leading  to  the  extinction  of  most  domestic 
IT  jobs?  Are  our  schools  adequately  preparing 
the  next  generation  of  IT  and  business  workers? 

Law  &  Society: 

How  are  CIOs  coping  with  the  Patriot  Acts, 
Sarbanes-Oxley,  HIPAA,  and  other  legal  man¬ 
dates?  What  pending  legislation  is  bound  to 
give  you  headaches  if  it  passes  into  law?  How 
much  security  and  privacy  is  enough?  Is  all  the 
talk  about  ethics  just  that?  Social  responsibil¬ 
ity:  can  business  do  well  by  also  doing  good— 
and  do  your  customers  care? 

Technology: 

How  worried  should  you  be  about  vendor 


consolidation?  What  are  the  major  cross¬ 
industry  business  concerns— and  what  solu¬ 
tions/initiatives  are  getting  funded  in  the  near 
term?  Should  you  fear  the  RFIDs  in  your  future? 
What  emerging  technologies  are  venture 
capitalists  betting  their  money  on  now— and 
why? 

Future  of  IT  (&  the  CIO): 

For  many  years,  CIOs  have  been  working  hard 
to  secure  a  place  at  the  top  management  table. 
Now  some  business  and  industry  gurus  say  IT 
is  no  longer  strategic:  it’s  just  becoming  a 
commodity  and  can’t  give  a  competitive  advan¬ 
tage.  Are  they  right?  Should  CIOs  be  worried? 

And  we’ll  give  you  plenty  of  networking  opportunities, 
starting  with  the  CIO  Golf  Tournament  on  Sunday  morning, 
receptions,  special  small  working  groups  and  breakouts, 
mealtimes,  discussion  roundtables,  and  evening  hospitali¬ 
ties. 
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Retreat  Moderator:  Peter  Weill 

Director,  Center  for  Information  Systems 
Research,  MIT  Sloan  School  of  Management 

The  Case  Studies 

Peter  Weill  once  again  joins  us  to  present 
new  findings  and  case  studies  from  work 
with  hundreds  of  Global  1000  companies, 
focusing  on  IT  needs  for  different  business 
models.  He  will  also  conduct  a  workshop  on 
IT  governance  with  insights  and  case  studies 
from  MIT  CISR's  study  on  how  top  financial 
performers  govern  IT  and  the  five  key  deci¬ 
sions— IT  principles,  architecture,  infra¬ 
structure,  applications  needs  and 
investment. 

“The  content  presented  by  Peter  Weill  was 
an  excellent  framework  to  discuss  current 
challenges  with  a  very  interesting 
peer  group.” 

-CHRIS  ACTON,  GLOBAL  IS,  RIO  TINTO  BORAX 

“A  must  for  any  CIO.  Addresses  the  larger 
issues  a  CIO  faces,  without  getting  lost  in 
technical  details.” 

-GERHARD  KARBA,  CIO,  HINES  INTERESTS 


The  Enterprise  Value 
Award  Winner  Presentations 

They're  first  scrutinized  by  CIO  editors,  then 
visited  by  our  Review  Board  members— and 
finally  make  itthrough  our  judging  panel  of 
top-notch  CIOs.  Winners  of  thisyear’s  pres¬ 
tigious  CIO  Enterprise  Value  Award  share 
how  they  delivered  true  value. 

“Excellent  opportunity  to  network  with 
those  who  have  overcome  the  various 
challenges.  Lessons  learned  are  not  the 
usual  academic  fare,  but  the  subtleties  of 
the  cultural  and  technological  minefields.” 

-EVELYN  LOCKETT  WOODS,  EVP/CIO, 
JOINT  COMMISSION  ON  ACCREDITATION  OF 
HEALTHCARE  ORGANIZATIONS 

“The  award  winner  presentations  were 
extremely  valuable  in  terms  of  the  process 
and  ingenuity  insights  laid  out.” 

-TOM  GAYLORD,  VP/CIO,  UNIVERSITY  OF  AKRON 


The  Peer  Networking 

From  informative  chats  at  breakfast  and 
lunch  roundtables,  to  the  intensely  interac¬ 
tive  case  study  workgroup  sessions,  to 
relaxed  conversations  during  the  daily  end- 
of-sessions  receptions— we  give  you  more 
opportunities  to  meet  and  learn  from  more 
of  your  peers. 

“The  discussion  and  information  exchange 
with  peers  is  invaluable.” 

-ROBERT  ODENHEIMER,  SVP,  IT  OPERATIONS, 
MAGELLAN  BEHAVIORAL  HEALTH 

“The  premier  conference  for  CIOs.  A  great 
opportunity  for  learning  and  networking." 

-ANGELO  PRIVETERA,  CIO,  HDR,  INC. 
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COVER  STORY 
Outsourcing  Backlash 

Christopher  Koch  I  44 

Though  all  believe  that  the  offshore  out¬ 
sourcing  trend  will  continue,  some 
CIOs  are  privately  worrying  about  its 
effect  on  a  sick  economy  and  wondering  if  it 
isn’t  happening  too  quickly.  As  IT  employees 
see  many  of  their  jobs  moving  offshore  in  a 
bad  economy,  a  backlash  is  growing — leading 
to  the  politicization  of  workers,  a  grass¬ 
roots  white-collar  labor  movement  and  legis¬ 
lation  that  would  limit  foreign  worker  visas. 
And  there  are  long-term  implications  for 
the  U.S.  IT  industry:  The  jobs  that  are  going 
offshore  are  permanent.  If  the  bulk  of  tech¬ 
nology  work  moves  offshore,  the  deep,  ex¬ 
periential  knowledge  that  comes  from  coding 
applications  and  solving  technology  prob¬ 
lems — the  foundations  of  technology  inno¬ 
vation — could  also  move  offshore.  CIOs, 
including  the  ones  who  are  worried  about 
these  ramifications,  see  the  offshore  move¬ 
ment  as  inevitable — the  apparent  cost  savings 
are  just  too  seductive.  But  CIOs  can  take  sev¬ 
eral  steps  to  limit  the  damage  done  to  their 
U.S.  IT  workers,  including  offering  them  an 
opportunity  to  learn  new  skills  and  become 
the  kinds  of  employees  who  won’t  be  out¬ 
sourced  offshore,  at  least  in  the  short  term. 

“Do  you  want  to  do 
business  with  companies 
that  take  away  jobs  for  U.S. 
citizens  by  outsourcing 
work  to  foreign  countries 
or  hiring  nonimmigrant 
foreign  workers  to  work 
here  on  a  visa?” 

-FROM  WWW.TORAW.ORG,  THE  WEBSITE 
OF  THE  ORGANIZATION  FOR 
THE  RIGHTS  OF  AMERICAN  WORKERS 


The  True  Costs  of  Offshore  Outsourcing  By  Stephanie  Overby  I  60 

BARGAIN-BASEMENT  LABOR  RATES  tell  only  a  fraction  of  the  story  about  offshore  out¬ 
sourcing  costs.  The  truth  is,  no  one  saves  80  percent  shipping  IT  work  to  India  or  any  other 
country.  Few  can  even  say  they  save  half  that.  What  many  execs  leading  the  charge  offshore  fail  to 
appreciate  is  that  it  takes  years  of  effort  and  a  huge  up-front  investment  to  arrive  at  even  a  modest 
level  of  savings.  Vendor  selection  and  initial  travel  costs  add  1  percent  to  10  percent  to  the  real  cost 
of  a  deal.  It  takes  three  months  to  a  full  year  to  hand  the  work  over  completely  to  an  offshore  part¬ 
ner  and  set  up  necessary  network  infrastructure,  adding  another  2  percent  to  3  percent  to  total  cost. 
Then  there  are  costs  from  transition-related  productivity  slumps — on  average,  application  develop¬ 
ment  efficiency  declines  20  percent  during  the  first  two  years  of  a  contract.  Once  the  work  is  transi¬ 
tioned,  the  costs  of  ongoing  management  contribute  another  6  percent  to  10  percent  above  the 
contract  cost. 


Weather  Disaster  Recovery  ByMattvniano  I  68 

CIOS  HAVE  SCRAMBLED  to  set  up  terrorism  contingency  plans  in  the  wake  of  Sept.  11,  but 
what’s  far  more  likely  to  knock  their  companies  for  a  loop  is  that  dark,  greenish  cloud  building 
on  the  horizon.  A  record  outbreak  of  tornadoes  in  May  ravaged  the  Midwest.  And  flooding  hit  the 
Atlantic  seaboard  even  before  the  start  of  hurricane  season.  CIOs  might  be  ready  for  the  next  terror¬ 
ist  attack,  but  if  they’re  not  ready  for  the  next  nor’easter,  with  a  plan  founded  on  colocation,  distribu¬ 
tion  and  backup,  then  they’ve  left  their  companies  shamefully  vulnerable.  In  this  story,  companies  in 
Texas  and  Tennessee  share  their  weather  disaster  tales  of  destruction  and  recovery,  along  with  lessons 
learned  in  the  process. 


Case  Files:  P&G’s  Global  CRM  By  Meg  Mitchell  Moore  I  79 

PROCTER  &  GAMBLE  needed  to  figure  out  how  to  implement  a  CRM  system  on  a  worldwide 
level,  making  it  broad  enough  to  be  global  but  flexible  enough  to  meet  the  needs  of  local  markets. 
The  company  chose  Siebel  as  the  single  integrated  platform  that  could  be  scaled  down  for  the 
smaller  markets  and  would  satisfy  the  three  following  goals:  1 .  Integrate  systems  to  eliminate  incon¬ 
sistencies  in  product  data  and  simplify  synchronization  of  internal  data  with  retailers’  systems;  2.  Pro¬ 
vide  a  reliable  way  of  managing  promotions  and  incentives  and  tracking  their  success;  3.  Enable  a 
streamlined  sales  force  to  get  its  messages  out  in  the  field.  For  implementation,  P&G  did  not  attempt 
to  mandate  global  CRM  projects;  all  initiatives  would  come  from  the  ground  up,  driven  (and  justi¬ 
fied)  locally — because  they  use  the  basic  Siebel  platform.  Returns  from  the  North  American  imple¬ 
mentation  have  been  so  positive  that  other  countries  are  clamoring  for  a  piece  of  the  action. 


Hot  Seat:  Organizational  Matrix  By  Edward  Prewitt  I  90 

WHEN  RALPH  SZYGENDA  became  the  first-ever  CIO  at  General  Motors  in  1996,  EDS  had  just 
been  spun  off  from  the  company,  leaving  GM  with  no  IT  staff  or  leadership  of  its  own.  Szygenda’s 
widely  reported  response  was  to  build  a  unique  organizational  matrix  of  IT  managers.  Divisional 
CIOs,  corresponding  to  GM’s  business  divisions,  face  off  with  process  information  officers  (PIOs), 
who  are  responsible  for  global  processes  such  as  supply  chain  management.  This  matrix  was  a  criti¬ 
cal  part  of  how  GM  IT  took  control  of  spending  from  EDS,  as  CIOs  and  PIOs  each  sought  improve¬ 
ments  and  efficiencies  in  their  own  spheres.  But  before  you  start  whipping  up  internal  competition 
among  IT  managers,  consider  that  the  effectiveness  of  the  GM  IT  matrix  rests  as  much  on  the  high 
quality  of  the  GM  managers  who  work  within  it  as  on  their  reporting  relationships. 
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Check  Point  Internet  Security. 

Protect  your  network  at  every  moment,  every  level,  every  location. 


Every  minute,  every  day  Global  Fortune  500  companies  protect  their  networks  with  Check  Point’s  leading 
Internet  security  solutions.  Only  Check  Point  provides  true  Stateful  Inspection,  the  de  facto  standard  for 
Internet  security.  Forstate-of-the-net  protection,  Check  Point  has  developed  SmartDefense,  which  provides 
real-time  detection  and  protection  against  known  and  unknown  attacks.  With  our  leading  Firewall  and  VPN 
solutions  you’ll  get  the  most  secure,  most  scalable  and  most  comprehensive  security  in  the  industry.  Every 
possible  point  of  attack  is  covered  -  from  corporate  headquarters  to  the  remote  employee. 


Check  Point 


SOFTWARE  TECHNOLOGIES  LTD 


We  Secure  the  Internet. 


Find  out  how  to  truly  protect  your  network  by  getting  your  hands  on  our  mission  critical  white  paper  today — “Mitigating  the  SANS/FBI 
Top  20  Internet  Security  Vulnerabilities’!  It  will  change  the  way  you  look  at  protecting  your  network,  www.checkpoint.com/top20/cio 
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